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The Settlement of Industrial Disputes 


LEGISLATION PROGRAM PROPOSED 
By HARRY S. TRUMAN, President of the United States 
Message to U. 8. Congress, Washington, D. C., December 3, 1945 


() the Congress of the United States: All who think 

seriously about the problem of reconversion—of chang- 

ing our economy trom war to peace—realize that the 
transition 1s a difficult and dangerous task. There are some 
who would have the Government, during the reconversion 
period, continue telling our citizens what to do, as was so 
often necessary when the very life of our nation was at 
stake during the period of world conflict. 

‘That, however, is not the policy of the Government. The 
policy is to remove wartime controls as rapidly as possible, 
and to return the free management of business to those con- 
cerned with it. 

It was the expressed purpose of getting away as soon as 
possible from some of the wartime powers and controls that 
the recent national labor-management conference was called 
in Washington. Instead of retaining in the Federal Gov- 
ernment the power over wages and labor agreements and 

lustrial relations which a global war had made necessary, 
the top leaders of management and labor were invited to 
recommend a program under which labor relations would be 
turned back into the hands of those involved. 


PLACING OF RESPONSIBILITY 


It was decided that full responsibility for reaching agree- 
ment on such a program would be left with the representa- 
tives of labor and management. Accordingly, the conference 
was made up of leaders of labor and management only. 
Government representatives participated only as observers 
without vote. The agenda and the entire program were 
worked out by the leaders themselves. 

In opening the conference I said: 

“| want to make it clear that this is your conference— 
a manayement-labor conference—and not a Government con- 
ference. You have not been chosen by me or by any Gov- 
ernment official. You have been selected by the leading 
labor and industrial organizations in the United States. 


There has been no interference by Government in that se- 
lection. 

“The time has come for labor and management to handle 
their own affairs in the traditional American, democratic 
way. I hope that I can give up the President’s wartime 
powers as soon as possible so that management and labor can 
again have the full and undivided responsibility for provid- 
ing the production that we must have to safeguard our 
domestic economy and our leadership in international affairs.” 

I am sure that it was the hope of the American people 
that out of this conference would come some recommendation 
for insuring industrial peace where collective bargaining and 
conciliation have broken down. 


SoME Procress MADE 


The conference is now closed. The very fact that the 
top leaders of labor and management have met and worked 
together for more than three weeks is itself some progress. 

Some agreements on a few general principles were also 
reached. For example, agreement on the principles of col- 
lective bargaining and recommendations on the detailed 
procedure to be used, agreement on strengthening and en- 
larging Governmental conciliation services, recognition of 
the necessity of eliminating discrimination in employment, 
agreement on settling by voluntary arbitration grievances 
under labor contracts and disputes concerning their inter- 
pretation—these are all valuable. 

But on the all-important questions of how to avoid work 
stoppages when these expedients have failed, the conference 
arrived at no accord. Failing in that, the conference was 
unable to attain the objective most necessary to successful 
reconversion. 


Strife ENDANGERS Our ECONOMY 


If industrial strife continues, the quick reconversion which 
has been planned, and which is now proceeding on schedule 
or even ahead of schedule on many fronts, will fail. In that 
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event, we shall face a period of low production, low con- 
sumption, and widespread unemployment—instead of the 
high production, high employment, good markets and good 
wages that are within our grasp. 

The history of labor relations has proved that nearly all 
labor disputes can and should be settled by sincere and hon- 
est collective bargaining. ‘The vast majority of those dis- 
putes which are not adjusted by collective bargaining are 
settled through Government conciliation. For example, dur- 
ing the month of October, last, 354 strikes were settled by 
the Conciliation Service, and 1,282 labor controversies were 
adjusted before any work stoppages occurred. 

The American people commend the many instances where 
management and labor have settled their problems peacefully. 
Many of these were in critical industries where work stop- 
pages would have gained great prominence in the news- 
papers and over our radios. But when industrial disputes 
were settled, little notice was taken of them by press or radio. 

We know, however, that there are always some disputes 
that cannot be settled this way. 


Loss oF PURCHASING POWER 


Industrial strife in some key industries means not only 
loss of a great amount of wages and purchasing power; 
but it may have ramifications throughout the country af- 
fecting the whole reconversion process. In such industries, 
when labor and management cannot compose their differ- 
ences, the public through the Federal Government has a 
duty to speak and to act. In the last analysis, labor, man- 
agement and the public have the same interest. 

The reconversion effort is now going well. ‘The people 
have a right to expect it to succeed. Specific obstacles that 
stand in its way must not be allowed to defeat that expecta- 
tion. 

Good labor relations are just as important now as they 
were during the war. They should be based on justice, and 
not on tests of strength. Any industrial dispute which de- 
pends for settlement upon the respective strength of the 
parties results in loss to everyone; it causes the loss of 
wages to the worker and his family, loss of dividends to the 
stockholders and owners of the industry, loss of goods to 
the public. 

1 regret that labor and management have not been able 
to agree on machinery that would provide a solution for 
existing strikes in some of the major industries and for the 
strikes which are threatened. Strikes already in effect may 
possibly cripple our reconversion program. Negotiations have 
broken down in other industries, and stoppages are threat- 
ened. 

The American people have been patient. They have 
waited long in the hope that those leaders in labor and man- 
agement whose business it was to handle this problem would 
be able to do so in agreement. The Federal Government 
declined time and again to make any suggestion to the con- 
ference as to proper machinery. All that the Government 
did was to point out the objective which the American people 
expected it to attain. 

Duty oF GOVERNMENT To AcT 

Now that the conference has adjourned without any 
recommendation on the subject, it becomes the duty of the 
Government to act on its own initiative. Therefore, | now 
suggest to the Congress that well-reasoned and workable 
legislation be passed at the earliest possible moment to pro- 
vide adequate means for settling industrial disputes and 
avoiding industrial strife. 

I recommend that for the settlement of industrial dis- 
putes in important nation-wide industries there be adopted 


the principles underlying the Railway Labor Act. The gen- 
eral pattern of that act is not applicable to small industries 
or to small local disputes in large industries. But it would 
be effective, as well as fair, in such widespread industries, 
for example, as steel, automobile, aviation, mining, oil, utili- 
ties and communications. I do not intend to make this list 
exclusive. Nor do I think that local inconsequential strikes 
even within these industries should be included. The ob- 
jective should be to cover by legislation only such stoppages 
of work as the Secretary of Labor would certify to the 
President as vitally affecting the national public interest. 

In industrial disputes in such industries, where collective 
bargaining has broken down and where the conciliation serv- 
ice of the Federal Government has been unable to bring the 
parties to agreement and where the Secretary of Labor has 
been unable to induce the parties voluntarily to submit the 
controversy to arbitration, | recommend the following pro- 
cedure: 

Upon certification by the Secretary of Labor to the effect 
that a dispute continues despite his efforts and that a stop- 
page of work in the affected industry would vitally affect 
the public interest, the President or his duly authorized 
agent should be empowered to appoint within five days 
thereafter a fact-finding board similar to the emergency board 
provided for under the Railway Labor Act. 

I recommend that during these five days after the Secre- 
tary of Labor has made the above certification it be unlawful 
to call a strike or lockout or to make any change in rates of 
pay, hours or working conditions or in the established prac- 
tices in effect prior to the time the dispute arose. 

The board should be composed of three or more outstand- 
ing citizens and should be directed to make a thorough in- 
vestigation of all the facts which it deems relevant in the 
controversy. In its investigation it should have full power 
to subpoena individuals and records and should be authorized 
to call upon any Government agency for information or as- 
sistance. It should make its report within twenty days un- 
less the date is extended by agreement of the parties with 
the approval of the President. The report shou!d include 
a finding of the facts and such recommendations as the 
board deems appropriate. 

While the fact-finding board is deliberating and for five 
days thereafter it should be made unlawful to call a strike 
or lockout, or to make any changes in rates of pay, hours, 
working conditions or established practices, except by agree- 
ment. 

The parties would not be legally bound to accept the 
findings or follow the recommendations of the fact-finding 
board, but the general public would know all the facts. The 
result, | am sure, would be that in most cases, both sides 
would accept the recommendations, as they have in most of 
the railway labor disputes. 

I believe that the procedure should be used sparingly, and 
only when the national public interest requires it. 

The legislation should pay particular attention to the 
needs of seasonal industries, so that the so-called “‘cooling- 
off periods” can be arranged in those industries in a manner 
which will not subject labor to an undue disadvantage. 

There are other subjects which were on the agenda of 
the labor-management conference, on which no agreement 
was reached. The most immediate, the most pressing, how- 
ever, is this one of machinery. I hope that the Congress 
will act upon this matter as quickly as possible—and cer- 
tainly before its Christmas recess. 


Acts 1n Moror Strike 


In order to avoid any delay in the settlement of the most 
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important existing strikes, | am appointing such a fact-find- 
ing board for the present stoppage in the dispute between 
General Motors Corporation and the United Automobile 
Workers. While this board will not have the statutory 
powers which I hope the Congress will soon authorize, I am 
sure that the American people will expect the employer and 
the employes to cooperate with the board as fully as if ap- 
propriate legislation had already been passed. 

In the meantime I am asking both parties to the dispute 
to display the same kind of patriotism as they displayed dur- 
ing the war. I am asking all the workers to return to work 
immediately and | am asking the employers to proceed ener- 
getically with full production. I make this appeal on behalf 
of the American people to their fellow-citizens who are now 
responsible for this major obstacle holding up our recon- 
version program. 

In connection with the threatened strike involving the 
United States Steel Corporation and the United Steel Work- 
ers | am appointing a similar board. The public will expect 
full cooperation with the board by both sides. I am making 


the same appeal to the United Steel Workers to remain at 
work pending the report of the board’s findings and recom- 
mendations. 

I hope that the Congress will approve the steps which I 
am now taking. They are being taken in the interest of 
accelerating our production, promoting our reconversion pro- 
gram and pushing forward to a higher standard of living. 

This is an immediate program which is fair to both sides. 
I hope that the Congress, naturally disappointed at the failure 
of labor and management to agree upon a solution for the 
prevention of industrial disputes, will not adopt repressive 
or coercive measures against either side. A free American 
labor and a free American private enterprise are essential to 
our free democratic system. Legislation which would stifle 
full freedom of collective bargaining on either side would be 
a backward step which the American people would not 
tolerate. 

I am sure that the Congress will give its calm and care- 
ful consideration to this matter so essential to the progress 
of American life. 


A Code and a Court for a Developed 
Jurisprudence 


THE ESTABLISHMENT OF LABOR LAW ON JUDICIAL STANDARDS 
By A. PEARLEY FEEN, Retiring President, Vermont Bar Association 
Delivered before the Vermont Bar Association, Montpelier, V't., October 2, 1945 


HAVE chosen a subject with which I feel that our bar 

and the protession in general will necessarily have fre- 

quent contact during the immediate and distant future. 
A jurisprudence has been developing in which the Vermont 
lawyer has heretofore had little interest. It has now become 
our professional obligation to give attention to the field of 
labor law. 

Lhe importance of this problem is evidenced by the fact 
that very recently Mr. David A. Simmons, president of the 
American Bar Association, has publicly endorsed the pro- 
gram of voluntary conferences between management and 
labor organizations in order to avoid impending contro- 
versies between the groups. He has written the Secretary 
of Labor and offered the assistance of the American Bar 
\ssociation to that end. 

Gov. J. Howard McGrath, of Rhode Island, in his 
inaugural message to the last session of the legislature, pro- 
posed the establishment of a division of labor relations 
within the superior court of that State, but the recom- 
mendation did not provide a forum for final adjudication 
(p. 15, Governor's Message, January sess., 1945). 

[In Vermont industry and labor have recently paved the 
wav for the establishment of an industrial relations council. 

These efforts relating to conciliation and arbitration are 
a necessary part of the program to insure industrial peace. 
This paper, however, deals with those matters which cannot 
be disposed of by conciliation or arbitration and should not 
he subjected to a decision by compromise. 

It is impossible here to detail the progress of the de- 
velopment of many phases of this jurisprudence. I have 
therefore attempted to present a discussion of certain aspects 
which suggest the need for an orderly legislative scheme 
and a tribunal to administer the program. 


It is my humble opinion that this jurisprudence has now 
reached the stage of necessary codification and that provision 
be made for its administration according to established 
judicial standards in order that both employer and em- 
ployee may engage in their respective pursuits with a full 
understanding of their rights and obligations, not on the 
basis of the paternalistic whims of a political administrator 
who is solicitous of the good will of either employer or 
employee or a self-constituted arbiter of social policy. We 
need enactinents and a tribunal which will provide certainty 
and not uncertainty and confusion with respect to labor 
relations. 

Frequently the uninformed have taken the easy way out 
in considering the problem of labor relations by labeling 
employee activities as communistic. It has been interesting 
to note in pursuing the investigation for the preparation of 
this paper that such a conclusion is not warranted as a his- 
torical fact and actually is disputed by the development of 
industrial rights and obligations. 

England is a constitutional monarchy. Nevertheless con- 
sideration of labor relations had a prominent part in Eng- 
land as early as the seventeenth century and all of this 
occurred long before bolshevism was conceived. Therefore, 
the answer does not lie in an antagonism to a consideration 
of industrial relations on the basis that it is communistic 
and has no place in a democratic civilization. We must 
meet the problem on some other and valid ground. 

History establishes that it is not entirely a psychological 
change alone which develops labor reform. In other words, 
it is not solely the result of the activities of solicitous unions 
or solely the result of the activities of paternalistic employ- 
ers. One factor has always been labor plenty or labor 
shortage. The treatment of labor plenty or labor short- 
age is the result of the attitude of a current civilization to 
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the problem. Ultimately, it is to a large extent a practical 
result. 

The development of certain phases of this jurisprudence 
in England has been strikingly similar to its development 
here. Let us briefly consider one form of similarity. 

For example, during the recent war we naturally de- 
veloped a labor shortage. Many employers were after the 
same workman. This form of competition was detrimental 
to the war effort. It could only ultimately result in an in- 
flation which would take away from the employees the 
excessive wages which they could demand in such competi- 
tion. In this country we met the situation in a practical 
way but incidentally in the very same way that an attempt 
was made to meet it in 1349 and 1351 in England. 

In this country we enacted the Wage and Salary Stabiliza- 
tion Act, Public Laws 729, Seventy-seventh Congress, en- 
acted on October 2, 1942, and there followed Executive 
Order 9250, which established the Office of Economic 
Stabilization and delegated certain powers to the War La- 
bor Board. At the same time we amended and tied into 
the program the Emergency Price Control Act of 1942, 
regulating prices. We attempted to solve the labor short- 
age problem by freezing the employee in his job and his 
wages and at the same time by similarly freezing the prices 
of the things which he must buy, except to the extent per- 
mitted by the statutes, as of a date prior to the enactment. 
All of this has historical precedent. 

England suffered a pestilence, referred to as the Black 
Death, and mortality rose from 5 percent to 50 percent 
during 1348 and 1349, and there developed a labor short- 
age due to the resultant depopulation of the country. The 
remedy applied was the promulgation of the Ordinance of 
Labourers published in June 1349 and the enactment of 
the Statute of Labourers in February 1351 which provided 
severe penalties for leaving employment and froze hours 
of labor and rates of wages (Cunningham, Growth of Eng- 
lish Industry and Commerce, 40). However, in England the 
effort was one-sided as the government was unable to 
stabilize prices and the program was not as successful as was 
our program during the war (Lipson, The Economic His- 
tory of England, 90). 

On the other hand, an oversupply of labor in this coun- 
try brought about the enactment of the Fair Labor Standards 
Act of 1938, enacted on June 25, 1938. One of the pur- 
poses was to extend employment by providing overtime 
compensation after 40 hours and thus spreading employ- 
ment by reducing the normal workweek (Williams v. Gen- 
eral Mills, Inc., 39 Fed. Supp. 849). 

The attitude toward combinations of employees has fol- 
lowed a parallel course in England and here. This may 
have been due either to our adoption of the common law 
of England or a similarity of industrial psychology. Let us 
first briefly consider the experience of employee combina- 
tions in England. 

During the eighteenth century, Parliament termed such 
combinations and their purposes “evil examples” (7 Geo. 
i Se. te 15). 

In Rex v. Eccles (Leach CC 274, 1873, Lord Mansfield 
said: 

“The illegal combination is the gist of the offense; per- 
sons in possession of any articles of trade may sell them at 
such prices as they may individually please, but if they con- 
federate and agree not to sell them under certain prices, 
it is conspiracy ; so every man may work at what price he 
pleases, but a combination not to work under certain prices 
is an indictable offense.” 

Conspiracy prosecutions continued in England into the 
tineteenth century and substantial departure from the con- 


spiracy theory came with the enactment of the Molestation 
of Workmen Act of 1859 (22 Vict. c. 34). This legislation 
has been referred to as the peaceful-persuasion statute. The 
cases disclose prosecutions for conspiracy in the 1870's 
(Regina v. Bunn, 12 Cox CC 316). In 1875 the Con- 
spiracy and Protection Act was enacted, and this statute 
permitted combinations in trade disputes and exempted the 
same from conspiracy prosecution, and in 1906 such com- 
binations were exempted from liability for civil conspiracy 
(the Trade Disputes Act of 1906, sec. 2). 

In this country the criminal-conspiracy issue seems to 
have been raised first in 1810 (People v. Melvin, 2 Wheeler 
CC 262 N. Y. 1810). The American concept was reasoned 
in 1935 by the chief judge of the New York Court of Ap- 
peals as follows: 

“If combinations of this description are lawful in Geneva, 
they are so in every other place. If the bootmakers may 
say that boots shall not be made for less than $1 per pair, 
it is optional with them to say that $10 or even $50 shall 
be paid, and no man can wear a pair of boots without giv- 
ing such price as the journeymen bootmakers may choose 
to require. This, I apprehend, would be a monopoly of 
the most odious kind. The journeymen mechanics might, 
by fixing their own wages, regulate the prices of all manu- 
factured articles, and the community be enormously taxed. 
Should the journeymen bakers refuse to work, unless for 
enormous wages, which the master bakers could not afford 
to pay, and should they compel all the journeymen in a city 
to stop work, the whole population must be without bread. 
So of journeymen tailors, or mechanics of any description. 
Such combinations would be productive of derangement 
and confusion, which certainly must be considered ‘injurious 
to trade.’ Such consequences would follow were such com- 
binations universal. It is true, that no great danger is to be 
apprehended on account of the impracticability of such 
universal combinations. But if universally or even generally 
entered into, they would be prejudicial to trade and to the 
public; they are wrong in each particular case. The truth 
is, that industry requires no such means to support it. 
Competition is the life of trade. If the defendants cannot 
make coarse boots for less than $1 per pair, let them refuse 
to do so; but let them not directly or indirectly undertake 
to say that others shall not do the work for a less price. It 
may be that Pennock, from greater industry or greater 
skill, made more profit by making boots at 75 cents per 
pair than the defendants at a dollar. He had a right to work 
for what he pleased. His emplover had a right to employ 
him for such price as they could agree upon. The inter- 
ference of the defendants was unlawful; its tendency is not 
only to individual oppression, but to public inconvenience 
and embarrassment.” (People v. Fisher (14 Wendell 8, 28 
Am. Dec. 501).) 

Similar prosecutions were conducted in Massachusetts 
(Commonwealth v. Hunt (4 Metc. 111, 38 Am. Dec. 
346)), New Jersey (State v. Donaldson (32 N. J. L. 151, 
90 Am. Dec. 649)), Connecticut (State v. Stockford (77 
Conn. 227, 58 Atl. 769) ), Vermont (State v. Dyer (67 Vt. 
690, 32 Atl. 814)). In the Vermont case the headnote 
clearly states the holding as follows: 

“A combination of two or more persons to constrain an 
employer to discharge a particular workman by threatening 
to prevent his obtaining other workmen, or to constrain a 
workman to join a certain organization by threatening to 
prevent him from obtaining work unless he does so, is a 
criminal conspiracy at common law” (at p. 690). 

And in this country we finally have the counterpart of 
the Trade Disputes Act in the Wagner Act (29 U.S.C. A. 
157 et seq.). 
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It therefore becomes apparent that society in the two 
English-speaking nations has over the years recognized the 
problems ot the worker and emancipated him from re- 
straints rejected by an enlightened civilization. ‘This was 
accomplished without the assistance of administrative 
agencies as selt-constituted defenders of human liberties. 

In this country during the present century many Federal 
and State laws have been enacted for the benefit of the 
worker, such as child labor laws, workmen’s compensation 
acts, equal pay for equal work statutes, anti-discrimination 
laws, the Fair Labor Standards Act, the Walsh-Healy Act, 
the Wagner Act, wage stabilization, and we now have 
pending the Federal industrial relations bill. All of these 
had for their purpose the improvement of the situation of 
the worker. 

The United States Department of Labor publishes an- 
nually a pamphlet entitled “Digest of State and Federal 
Labor Legislation.” During the period from September 15, 
1935, to August 1, 1944, various State legislatures and 
Congress enacted 1,007 statutes classified as labor legisla- 
tion, of which only 22 were enacted during the period be- 
tween August 1, 1943, and August 1, 1944. A_ business 
enterprise operating in a number of States has before it a 
real task of compliance. 

In our own State, labor legislation began in earnest in 
1915 and has continued down through the last session of 
the legislature. It has followed the trend of safeguarding 
the health of the employees, providing compensation for 
disability due to industrial accidents, and unemployment 
compensation insurance. 

Having in mind this broad background of the develop- 
ment of labor law, and especially the fact that in a decade 
we enacted over 1,000 statutes upon the subject, we next 
inquire as to how this jurisprudence is administered. 

On September 5, 1945, Comptroller General Lindsay C. 
Warren made the following statement to the House Com- 
mittee on Expenditures in the Executive Departments. 

‘You need no bill of particulars from me to show that 
the field of labor relations is spread around the Govern- 
ment without rhyme or reason. | have a list of eight de- 
partments and agencies having a direct bearing in that field. 
Certainly this is a field for study under any reorganizing 
authority. It is reported that some efforts along that line 
already are under wav, but nothing of real value and _ per- 
manence can be accomplished unless we have a law (pro- 
posed bill for the reorganization of Government agencies) 
such as here suggested to make it effective.” 

Original jurisdiction for the disposition of controversies 
arising out ot the Federal enactments is presently vested in 
administrative agencies who adjudicate by at the same time 
prosecuting and deciding liability of the employer or em- 
ployee in every instance except under the Fair Labor 
Standards Act and the Walsh-Healy Act in which instances 
the agency must resort to the courts to enforce its adminis- 
tration of the statutes. The situation is not better with re- 
to the matter of jurisdiction over State enactments. 

\ brief consideration of some of the methods and theories 
of these agencies will establish that the adjudication of con- 
troversies by such agencies has not been judicial but rather 
autocratic and with a violent disregard of recognized judi- 
cial They have administered the law according 
to their and have made no effort to 
justice. 

The State constitution of Arkansas was brushed aside 
by the National War Labor Board for Region VII in the 
Ward Furniture Manufacturing Co. case (case No. 111- 
14141-TB) upon the ground that the Federal Government 


had exclusive jurisdiction to settle labor disputes. In that 


spect 


processes. 


purpose administer 


case it appeared that the Arkansas Constitution prohibits 
the denial of employment because of membership or non- 
membership in.a union. However, the War Labor Board 
directed employer to include a union-shop provision in its 
contract while the constitutional provision was in full force 
and effect and its validity had not even been subjected to 
a court test. It justified its ruling on the basis that haste 
was necessary during the war period. It further justified 
its position on the ground that Congress, not the Federal 
Constitution, intended that the War Labor Board might 
disregard a State constitution. However, while the Stabiliza- 
tien Act was still in effect, so that the circumstances were 
the same, the United States District Court for the Southern 
District of Florida in American Federation of Labor v. 
Watson (60 Fed. Supp. 1010) upheld an amendment to 
the Florida Constitution similar to the Arkansas amend- 
ment in a suit by a union seeking an injunction against its 
enforcement. The court sustained the Florida amendment 
against the charge that it violated the Federal organic law 
with the following clear statement: 

“The wording of the Florida constitutional amendment 
is difficult, but it definitely does not violate the First 
Amendment by abridging freedom of speech or of the press 
or of the right of assembly, or the right of petition to the 
(jovernment for redress. The assaulted amendment under- 
takes to preserve to employees, in full vigor, the right of 
collective bargaining. Instead of preventing or abridging 
the rights of speech, press, assembly, and petition, the 
amendment seeks to preserve it to those who do not join 
a labor union as well as to those who do. This amendment 
has no similarity to anti-picketing statutes or statutes which 
require the payment of a license by a labor organizer. The 
amendment is not in violation of the First Amendment to 
the Federal Constitution. The same is true of the allega- 
tions as to its violation of the Fourteenth Amendment. 
There is no prohibition against a citizen belonging to any 
union that he chooses, but the prohibition seems to be against 
requiring membership in the union in order for a citizen to 
he eligible for work. Under statutes of the United States, 
such as section 102, title 29, U. S. C. A., a citizen is de- 
clared to be free to join a union or not, and one of the pur- 
poses of that statute, as well as the National Labor Rela- 
tions Act, was to accord to employees full freedom to be- 
long or not to belong, to a union. The Florida constitu- 
tional amendment prohibits no one from joining a union 
but undertakes to declare that it shall not be a condition 
precedent to the right to work. It does not deny the labor 
union member the equal protection of the law, but appears 
to be designed to give to the non-union worker a protection 
of law which he had not theretofore enjoved” (at p. 1015). 

Every word of the above quotation is applicable to the 
Arkansas amendment. 

This administrative agency followed the pattern of such 
institutions, that its purpose and that alone must determine 
the rights of the parties, that its power and authority is 
without constitutional restraint and that the citizen is with- 
out constitutional rights. 

The dangers from an uncontrolled administrative agency 
are manifested with respect to one phase of activity on the 
part of the National Labor Relations Board. The Wagner 
Act, which the Board is committed to enforce, requires em- 
ployers and unions to enter into collective-bargaining con- 
tracts. The contracts are in writing, and since the incep- 
tion of the Wagner Act phrases and terminology having a 
recognized technical meaning have developed. From time 
immemorial written agreements have possessed a quality 
of binding force when entered into in the ordinary course of 
business. Such contracts have been protected by rules which 
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prohibit the introduction of oral evidence to vary them. A 
well-known English writer has expressed the quality of 
such documents in the following language: 

“It is likewise a general and most inflexible rule that 
wherever written instruments are appointed either by the 
requirement of law, or by the compact of the parties, to be 
the repository and memorials of truth, any other evidence 
is excluded from being used either as a substitute for such 
instruments or to contradict or alter them. This is a mat- 
ter both of principle and policy—of principle because such 
instruments are, in their nature and origin, entitled to a 
much higher degree of credit than parol evidence; of policy, 
because it would be appended with great mischief if these 
instruments upon which men’s rights depended were liable 
to be impeached by loose collateral evidence.” (Starkie 
Evidence, 9th Am. ed. 587.) 

This rule is ingrained in our American jurisprudence. 
Notwithstanding this well established obligation between 
the parties to a written contract the National Labor Rela- 
tions Board so disregarded this fundamental principle that 
the United States Supreme Court in National Labor Rela- 
tions Board v. Sands Manufacturing Co. (306 U. S. 332, 
83 L. Ed. 683) was called upon to remind the Board that 
“the legislative history of the act goes far to indicate that 
the purpose of the statute was to compel employers to bar- 
gain collectively with their employees to the end that em- 
ployment contracts binding on both parties should be made.” 

Again in an earlier trial of the Sands case (reported in 
96 Fed. (2d) 721-725) the circuit court of appeals said: 
“The statute does not compel the employer to renounce 
reliance upon its rights under a valid agreement.” 

This willingness to disregard binding agreements by the 
National Labor Relations Board should be convincing proof 
of its inability to act in a judicial capacity. On this occasion 
the employer was the victim. On another occasion the em- 
ployee might be the victim. In either case neither employer 
nor employee have a contract upon which they could place 
any reliance were it not for the intervention of the courts 
if the courts will have any influence upon this administra- 
tive agency and this is not a fanciful doubt. 

Another phase of jurisprudence which has become in- 
grained in our system is the degree of proof required to es- 
tablish a fact and reach a judicial conclusion. Administra- 
tive agencies have for a long time operated on the basis that 
they were not bound by the common-law rules of evidence. 
It is true that some laxity is allowed these tribunals but the 
State courts have generally jealously curtailed the extent 
to which the disregard of rules of evidence might be in- 
dulged in by such tribunals. In Vermont our supreme court 
cleared up the growing understanding that there were no 
rules of evidence which applied to the administrative 
tribunal when it laid down the rule that the commissioner 
of industries is bound, to a certain extent, by such rules. 
(State v. Belfore, 108 Vt. at p. 403.) The Federal courts 
have continuously found it necessary to remind the National 
Labor Relations Board that it must hear causes and de- 
termine them in accordance with judicial standards especi- 
ally with respect to the degree of proof necessary to support 
a decision upon issues of fact (National Labor Relations 
Board v. Atkins & Co., 147 Fed. (2d) 730 and National 
Labor Relations Board v. Indiana Desk Co., 149 Fed. (2d) 
987). 

Very recently, one of the administrative agencies, in an 
employee controversy, assumed to interpret a statute con- 
trary to the interpretation placed upon it by the courts for 
a long time. The issue is briefly put by Judge Hutcheson 
in the following language: 

“But, savs the Board in effect, the question is not what 


the courts think the act under construction here means, it 
is what the Board thinks it means, and the Board has spoken. 
Thus by virtue of being constituted the Board to administer 
the act, the Board has been endowed with a prescience, in- 
vested with a prepotence in respect of statutory construction 
to which the courts must bow, though the facts are undis- 
puted and the question is entirely one of law. ‘Thus by the 
simple expedient of having a lawyer, under the dignified 
name cf general counsel for the Board issue an opinion and 
then adhering by a bare majority to that cpinion, the Board 
is enabled to read the statutes as it will.” (Duquesne Ware- 
house Co. v. Railroad Retirement Board, 148 Fed. (2d) 
(C. C. A. 2) 473, 477.) 

In repudiating the claimed prerogative of the Railroad 
Retirement Board above described the court said: 

“The very structure of our institutions, the very sources 
from which they derive, the judicial section of the Consti- 
tution itself all concur to make it crystal clear why Con- 
gress has never given, why it could not constitutionally give 
to the construction of a statute by the general counsel of an 
administrative body or by the body itself, controlling weight, 
and that the ‘appropriate weight’ which courts give to such 
construction is that which is not inconsistent with settled 
constitutional doctrine. ‘The heresy eagerly advanced by 
some devotees of the administrative, as opposed to the judi- 
cial process, and sometimes tolerated, sometimes toyed with 
judicially, that giving ‘due weight’ means the surrender of 
the judicial office of interpreter of statutes, has never had 
official sanction” (at p. 478). 

What I have indicated to be the attitude of three labor 
relations agencies is true with regard to all of them, both 
Federal and State. Any remedy must, therefore, be all in- 
clusive. 

We thus find ourselves in the situation of having estab- 
lished many rights and obligations of both employer and 
employee which are administered and controversies arising 
thereunder adjudicated on an independent basis by numer- 
ous administrative agencies. 

The independence of this aristocracy of genius, uncon- 
trolled by reason, precedent, and judicial restraint, is un- 
desirable and this confused administrative process will only 
tend to engender and perpetuate problems and strife which 
will impede industrial activity and economic progress. 

Do these examples of administrative judicial conduct in- 
spire confidence in such tribunals? Does the conduct of the 
agencies just described tend to stabilize industrial relations? 
The answer is inescapable that the present system cannot 
endure and that while it lasts we can have only dissatisfac- 
tion and controversy between employer and employee. 

I realize that we dislike to surrender State sovereignty. 
However, the power of Congress, in view of the modern 
interpretation of the commerce clause of the Constitution, 
is almost complete with respect to labor legislation. The 
only phase which is not now controlled is workmen’s com- 
pensation. Codification therefore is simplified if the States 
would be willing to accommodate their own statutory set-up 
to a Federal scheme as the rare instances as yet held to be 
beyond regulation by Congress, because not involved in 
interstate commerce, are so few in number so that this need 
not be a consideration. 

We are now ready for the codification of this developed 
jurisprudence either by means of a uniform State act, a Fed- 
eral act, or both. The bills of lading acts are a good ex- 
ample of dual legislation, with the Federal statute and the 
State uniform acts practically identical. The proposed adop- 
tion of Federal procedure for State courts is another ex- 
ample. Thus a solution to the problem of codification has 
precedent. 
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In the event of a Federal act the assignment to a State 
tribunal of concurrent jurisdiction to administer such a 
code enacted by the Federal legislature is recognized as 
proper, 

See Fitzgerald Construction Co. v. Peterson (89 Law 
Ed. 889). 

Such code could be administered in the following manner: 


1. ‘That enforcement be assigned to the industrial de- 

partment in each State and in Vermont to the commissioner 
of industrial relations and to the Federal agency adminis- 
tering the act. Such enforcement to be exclusive when once 
instituted by either agenéy. 
2. ‘Vhat a special State court be established with specific 
and limited jurisdiction to hear and determine controversies 
under these laws. The Federal District Courts shall have 
concurrent jurisdiction. Jurisdiction acquired by one court 
to be exclusive. 


> 


3. That the trial shall be conducted in accordance with 
common law or statutory procedures binding upon courts 
in general. 

4. ‘That the decisions of this special court shall be sub- 
ject to review by existing appellate courts which shall hear 
and determine appeals promptly. 

A comprehensive code administered by a special court 
should be a fair exchange for the right to strike. As a matter 
of fact it would eliminate factors which invite strikes, slow- 
downs, lay-offs, and lock-outs. The parties would and 
should be bound to accent the result as any litigant must 
after a fair trial. We would avoid the present feeling that 
the judge is the prosecutor, 

The court’s jurisdiction should include the adjustment of 


controversies arising under all enactments relating to rights 
of and benefits for employees established in a comprehensive 
code. 

The proposed code will eliminate the confusion result- 
ing from such a large number of statutes and the disregard 
of a substantial body of common law developed by courts 
which administered justice, and now administered by ad- 
ministrative agencies administering laws without regard to 
justice. The special forum is suggested in order to remedy 
the present undesirable administrative procedure and rule of 
decision. Industrial controversies must be adjusted promptly 
in order that commerce may not be impeded and a separate 
tribunal would afford the specialized knowledge and speed 
necessary in the adjustment of industrial disagreements. 

Such a code and a court will provide binding precedents 
which will establish rights and obligations and thereby elim- 
inate uncertainty of status in a labor dispute and reduce 
disagreements. It will eliminate the necessity to resort to 
the gratuitous aid of conciliators and arbitrators who com- 
promise by cutting down the rights of each party to the 
controversy. It will eliminate a decision by a tribunal 
which institutes the proceeding against the party whose 
activities it is to judge. Finally, such a code and a court 
will promote economic progress. 

Employers and employees over the vears have paid the 
price of industrial peace. We should crystallize the lessons 
of experience into a comprehensive code and establish a 
forum to administer it in accordance with legal concepts 
which have withstood the test of time, and which will pre- 
serve to industrial disputants a fair hearing and a just 
decision and achieve social justice without the sacrifice of 
human rights. 


Sound Industrial Relations 
For Sound Industrial Progress 


“THE CONSUMER IS THE ULTIMATE BOSS” 
By LOUIS RUTHENBURG, President, Servel, Inc.; Evansville, Indiana 
Deltwered before the National Metal Trades Association, Cleveland, Ohio, November 16, 1945 


TALE is told by ancient minstrels of a benevolent 

king who lived many vears ago. His domain was 

afflicted by economic maladjustments which in those 
simple days were known as hard times. 

The king wanted his subjects to have the benefits of 
sound and lasting economic recovery and the more abun- 
dant life. So thinking, he called together all of the econo- 
mists in the kingdom—some 600 of them—and demanded 
of this primitive brain trust that they condense and codify 
their philosophy into terms that could be understood by men 
of average intelligence. 

Sensitive to the suffering of his subjects, he asked the 
economists to complete their task in three months, but they 
backed away and said that they could not complete an under- 
taking of such great magnitude in less than a year, to which 
he reluctantly agreed. 

At the year end the economists brought to the king 600 
large volumes, profusely illustrated with charts and graphs, 
and proudly declared their task accomplished. 

After one look at their work the king, overcome by fury, 
had half of them shot and told those remaining to get busy 
and complete the job in three months. 

When three more months had elapsed the economists sub- 
mitted 150 volumes. Again half of them perished. 


This process continued until only one economist remained 
in the entire kingdom—an old gaffer, who was sadly told 
by the king that he must complete the task in which his col- 
leagues had died or suffer a like fate. 

“O. K.,” said the old boy, and when the king asked how 
much time he needed, he said, ‘Time, hell, I have the answer 
on tap!” The king said, “You know the answer must be 
right—or else.” 

The old economist bared his chest to the king’s archers 
and said as follows: “Sire, the complete philosophy, art and 
science of economics may be summarized in nine words, to- 
wit: There ain’t no such thing as a free lunch.” 

The old man lived for many years and was greatly 
honored by the king. 

Now, that simple, silly old story contains an elementary 
and unchanging truth. Perhaps we can more satisfactorily 
analyze and understand the complexities that plague us in 
these days of post-war reconstruction if we can think our 
way back to a few more of these simple, basic truths. 

“There’s no such thing as a free lunch.” How many 
Americans, nevertheless, now believe that the war years were 
a time of great prosperity? How many of our fellow Ameri- 
cans are now giving thought to the sobering fact that as 
we emerge from the war we may be indebted in an amount 











Louis Ruthenburg 


137 





equal to or exceeding our total appraisable national wealth? 
If we take into account the value of squandered natural 
resources, never to be replaced—minerals and depleted farm 
lands—and the incalculable value of lives lost and rendered 
ineffective, our losses extend beyond the capacity of imag- 
ination. 

Nor is it generally understood that since 1929 many of 
our economic base lines, guide posts and land marks have 
vanished. Before that fateful year the United States of 
America had been a self-sustaining, profitable, going concern. 
Since that time we have, for 16 long years, been creators 
of deficitt—economic improvisers, recklessly engaged in 
grand-scale fiscal experimentation. 

We hear much talk of “full employment” and of a post- 
war boom. How much discussion have you heard about how 
we are going to pay for this most costly of all wars? Let 
us make no mistake. We must pay the most fantastic debt 
ever created in the world’s history with one coin or an- 
other. The choice of coin lies between drastically reduced 
living standards and immensely increased productive ef- 
ficiency. 

Those seem to me to be the simple, indisputable facts which 
must be accepted as premises for any discussion of future 
business practices and industrial relationships. 


* * * 


Today it is my gratifying privilege to address a dis- 
tinguished group of industrial leaders. May I continue, 
therefore, in the same spirit of seeking for elementary truth, 
to attempt a definition of your present responsibilities and 
to discuss briefly some of the implications and corollaries 
of those same responsibilities ? 

Modern business management is a trusteeship. It holds 
in trust the interests of three principal groups—consumers, 
employees and investors. 

Failure to serve the interests of any one of these groups 
will result in injury to the others. 

A very delicate balance is involved among these interests. 
Disturbance of that balance may endanger the entire eco- 
nomic structure. As Dr. Leo Wolman has said, “In this 
country we operate on an economic system that is a com- 
plex, sensitive and subtile system. It isn’t easy to destroy, 
luckily, but it’s easy to throw it out of gear. It’s easy to 
impair its operations by a variety of means.” 

Each of the three groups—consumers, employees and in- 
vestors—has equal right and equal power to disturb the 
balance and to injure itself and its associated groups. 

Now let’s take a quick look at each of these groups in 
turn. 

The consumer is the ultimate authority. His money, ex- 
changed for the products and services offered by business, 
supplies the means of meeting payrolls, purchasing materials, 
meeting all expense and earning profits (if any). 

The consumer demands sound values according to his 
own standards of value. Values are a composite of quality, 
in the inclusive sense, and price. If quality does not appeal or 
price is too high, according to the consumer’s own personal 
standards, he declines to buy, and no degree of coercion will 
cause him to buy. Failure of the consumer to buy can de- 
prive employees of their jobs and can cause investors to 
lose, not only a reasonable return upon investment, but all 
invested principal as well. 

Moreover, everyone of us is a consumer from the time of 
our birth until the day of our death. So long as we live under 
the Constitution of the United States no pressure group can 
prevail against consumers’ ultimate interests because the 
whole always must be greater than any of its parts. 

The consur.cr is the ultimate boss. 





Employees are more vulnerable than consumers and in- 
vestors. The failure of a business may deprive the consumer 
of its products, but the consumer can find substitutes that 
will meet his needs. 

Failure of a business will deprive investors of income and 
such capital as they may have invested. But investors may 
have other sources of income. Employees, however, lose their 
jobs when business fails. Loss of jobs means stoppage of 
income, and great distress may develop before the employee 
is reemployed, adjusted to new employment, and again the 
recipient of satisfactory and stable income. 

The employee rightfully demands the highest real wage 
consistent with steady employment. He knows that total 
annual income is much more important than the hourly 
rate. He wants good supervision, pleasant working condi- 
tions and recognition as a human being who is an important 
factor in the enterprise. However, if, under misguided 
leadership, he demands a wage that results in prices too high 
for consumer acceptance or that results in depriving in- 
vestors of proper safeguards to their investment or of a 
satisfactory return thereon, he disturbs the balance and may 
deprive himself of employment. 

Management strives diligently to pay employees the high- 
est wage consistent with the requirements of labor’s boss, 
the consumer, and labor’s partner, the investor. 

The investor “holds the bag” and eats at the last table. 
After all wages and salaries have been paid; after all bills 
for materials have been paid; after all taxes and other ex- 
penses have been taken into account, the investor may re- 
ceive some return upon his investment if anything remains. 

The investor requires two things to induce him to risk 
his money to purchase the tools of enterprise. These are (1) 
safety of his investment and (2) a reasonable return upon 
his investment. If either of these reasonable requirements 
are not to be had, he is naturally unwilling to invest, and 
that decision deprives the consumer of goods and services 
and reduces employment. 

During recent years organized labor has occupied the lime- 
light to the exclusion of consumers and investors. For that 
reason many of us have forgotten that the right and power 
to exert economic pressure by refusing to cooperate does 
not belong exclusively to labor. 

The economic machine can be stalled just as effectively 
by labor’s boss—the consumer—as by labor. Have we for- 
gotten the “buyer’s strike” of 1920, when thousands of 
Americans wore overalls to emphasize their unwillingness to 
pay inflated prices? Does none of us remember the serious 
unemployment that followed our post-war inflation only 
25 years ago? 

Labor’s partner—the investor—has the same right and 
power to strike and thereby to impede economic progress. 
Consider the current news of liquidation of the Higgins 
Industries. There must be a great many managements in 
these troubled days that will be tempted to follow the pat- 
tern now established by Andrew Jackson Higgins and his 
associated investors, who choose liquidation of their enter- 
prise in preference to any attempt to continue operations 
crippled by arrogant and unreasonable labor leadership. 

Is anyone so stupid as to assume that investors today buy 
the securities of business because of their present or prospec- 
tive earnings? Today’s buoyant stock market is simply an 
index of inflation—surplus funds seeking refuge against de- 
clining value of the dollar. 

These are not howls of impending calamity nor threats 
of dire things to come. They are statements of simple fact, 

reinforced by a few well-known case records. 
There, simply summarized, are the obligations of modern 
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management and the implications that are involved in those 
responsibilities with respect to consumers, labor and investors. 
On May 15, 1935, as I addressed the thirty-seventh an- 
nual convention of this Association, I said and | now repeat: 
“For the purpose of this discussion, the following state- 
ments may be accepted as self-evident facts: 


“1. Modern management recognizes distinct and special 
responsibility toward its stockholders, toward that sector 
of the public which is or which may become customers or 
clients, and toward the people on its payrolls. 

“2. Responsibilities toward the first and second groups 
cannot be effectively discharged unless responsibility 
toward the third group receives adequate attention.” 
‘Ten years ago our problems of industrial relations were 

very pressing. Subsequent events have simply made the same 
problems much more acute. 
° . * 


Now let’s examine some of the things that management 
may do in order to meet labor’s pressing demands without 
endangering the stability of the business nor betraying the 
trust of consumers or investors. 

Many years ago H. G. Wells characterized civilization as 
“a race between education and catastrophe.” Since these 
words were written, economic and social complexities have 
developed so rapidly that the need for mutual understand- 
ing and particularly for understanding on the part of man- 
agement of the viewpoints of consumers, labor, investors 
and all of the other groups in our complex social structure 
has been repeatedly underscored and emphasized. 

Management itself must achieve understanding of many 
things that were not dreamt of in its philosophy a few short 
years ago. The scene changes so rapidly that we must “run 
like hell to stay where we are.” 

‘Then management must transmit its understanding and 
philosophy clearly and convincingly to those groups for which 
it acts in trusteeship. 

For many years the National Metal Trades Association 
has counselled its members to “put their own houses in 
order,” and that brief commandment still stands first in 
management's book of rules. 

Modern management is of itself a complex structure. 
Understanding within a modern industrial organization 
cannot be achieved until effective and unobstructed chan- 
nels and media of communication are established and main- 
tained among all elements of the managerial structure— 
from top management to those responsible for such functions 
as engineering, production, accounting and sales, and from 
those who are primarily responsible for such functions to 
every last subordinate in line and staff positions. 

Having established such open and effective channels of 
communication among the elements of management, equally 
effective means must be found for continuous communica- 
tion with the working forces which perform the functions 
of the business. 

Moreover, these channels must be “two-way passages” be- 
cause management which is not constantly sensitive to and 
informed of the changing attitudes of men and women who 
work at machines and desks and on assembly lines cannot 
function effectively. 

This necessary two-way flow of information and under- 
standing between management and the people on the pay- 
roll cannot be accomplished in the absence of modern and 
enlightened foremanship. Since the days of primitive in- 
dustry, before the coming of scientific management and the 
more recent ascendency of labor unionism, the requirements 
imposed upon our foremen have expanded prodigiously, and 
the kind of foremanship that represents a hang-over from 


the primitive industrial era is wholly inadequate to cope 
with modern conditions. 

On April 22, 1925 it was my privilege to address the 
twenty-seventh annual convention of the National Metal 
Trades Association on the subject of foreman development. 
Subsequently your Association made available to its mem- 
bership techniques and text material for foreman develop- 
ment, which, as modernized from time to time have splen- 
didly met the tests of time and practical application. 

In the absence of modern methods of foreman develop- 
ment management cannot hope to meet its responsibilities 
to the people on industry’s payrolls. 

Quite obviously the area in which management is free 
to manage has been notably restricted, and management will 
be less free to manage in the future in the degree to which 
it is affected by growing union influence and increased gov- 
ernment control. It is, therefore, urgently incumbent upon 
management that it shall define and defend that minimum 
area of influence which will permit it to continue as the 
responsible trustee for the consumer, the investor and the 
worker. 

Having defined that minimum area, management must per- 
mit no encroachment, regardless of the pressures which may 
be created by current sophistry, shotgun bargaining and 
collective coercion. 

It is particularly important that the area of manage- 
ment which must be allocated and preserved for the fore- 
men shall be clearly defined and jealously defended. There 
are far too many establishments in which shop stewards 
and foremen compete for the loyalty of the workmen. An- 
other simple, unchangeable truth is that no man can serve 
two masters. 

Another of these simple truths, often observed in breach 
rather than in observance, is the fact that responsibility al- 
ways must be accompanied by an equal degree of authority. 

Six years ago in the Servel organization a plan was es- 
tablished under which regular monthly meetings are held 
by each foreman and department head with the people of 
his working force. The first order of business is to give 
everyone attending the meeting the opportunity to voice their 
grievances and suggestions for improvement of conditions 
within the department. This program has resulted in re- 
markable improvement in understanding and cooperation, 
but I must caution you that such conferences cannot be 
effective until your foremen and department heads have de- 
veloped a high degree of competence for conducting such 
meetings. 

Above all else in these days we need accurate measure- 
ment. The progress of industry has been a reflection of our 
ability to apply increasingly accurate methods of measure- 
ment to material things. Among modern methods of meas- 
urement in a vitally important field is modern job evalua- 
tion, to which the National Metal Trades Association has 
made notable contributions and has rendered valuable service 
to its members. At all costs this measuring stick must be re- 
tained as a function of management. 

Then there is the vital technique of merit rating for 
factually recording the comparative performance value of 
each employee in his assigned work. It is a valuable means 
of determining relative rates of pay. Merit rating cannot 
be made to work without clear understanding and close at- 
tention from top management, and this again is distinctly 
a management function. 

Top management must acquire greater knowledge and 
skill with respect to the negotiation of labor agreements. 
Management must know its objectives and must insist upon 
attaining those objectives. 

Many pitfalls and bear traps are planted in the areas 
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covered by labor agreement clauses with respect to senior- 
ity, wage structures, grievance procedures, arbitration and 
many other matters that will arise as the subject matter of 
contracts is discussed. 

Most of us accept as a matter of fact the desirability of 
auditing the financial records of our businesses. In these 
days is not an audit of our industrial relations equally im- 
portant? Your Association is prepared to conduct such 
audits, and I counsel you to examine the possibilities im- 
plicit in this important service. 

To all of the complexities of modern management we must 
bring to bear infinite patience and persistence, consistency 
and complete sincerity. Modern management has no place 
for men of doubtful courage. 

. * . 


The most superficial observer of the current scene must be 
conscious of an impending crisis. 

Reconversion is all but stalled as the result of strikes 
affecting or about to affect our basic industries and their in- 
finite ramifications. All manner of legislative measures which 
would radically influence the country’s future economic 
and social relationships impend. 

The outcome of the President’s labor-management con- 
ference is tensely awaited, not only by management and 
labor, but by every thoughtful citizen of the United States. 

Month after month I have been disturbed, as 1 know you 
have been, by a growing sense of futility and frustration— 
an increasing consciousness that something must be basically 
wrong at the very roots of our national structure. Again 
and again I have asked: 

Why are millions of job opportunities being destroyed 
even as the universal cry for full employment persists? 

Why do we have the strange anomaly of increasing un- 
employment and simultaneous labor shortages? 

Why this double talk about astronomical wage increases 
with prices held unchanged? 

Why can no stable basis of agreement be reached? 

Why can no effective remedial legislation be drafted? 

Why? Why? Why? 

Quite recently an answer occurred to me, and that answer 
is very simple indeed. 

We, the people of the United States, are reenacting the 
Legend of the Tower of Babel because the very foundation 
upon which this republic was erected is being destroyed! 

A startling and intemperate statement? 

I think not. Let’s face the facts. 

The basic precept upon which our United States was 
founded is this: All men stand equal before the law. 

Again and again during recent years that fundamental 
principle has suffered violence, and a potent minority finds 
preference before the law. 

First as the result of a strange mixture of idealism and 
political expediency and more recently through the exertion 
of powerful political pressures, Organized Labor, which, 
according to its own most optimistic estimates, includes less 
than 10 per cent of our population and not more than 25 
per cent of those gainfully employed in this country, has 
been given special privileges under the law. 

Such privileges have been awarded to Organized Labor 
at great potential cost to the American public. 

Among the most immediate victims of Organized Labor’s 
preferential position are the returning veterans—equal in 
number but very unequal in status under the law. 

Under the National Labor Relations Act the employer 
may be heavily penalized for certain unfair labor practices. 
But that law is completely silent as to unfair practices on the 
part of labor. That is un-American class legislation. That 
is un-American and disastrous inequality before the law. 


Wholly consistent with the spirit of the Wagner Act, the 
courts of the United States have granted to Organized Labor 
“immunity from various provisions of the law affecting mon- 
opoly, intimidation, extortion and rictous assembly.’’* 

Through such measures, which could be catalogued almost 
endlessly, has the road to oppression and anarchy been 
opened. After such violation of the fundamental basis of 
orderly government, does not the daily violation of labor 
contracts follow as the natural effect of an obvious cause? 

Why wonder at the effective arrogance of the Labor 
Lobby? Is it surprising that American workmen have paid 
millions in tribute for the privilege of working in war plants 
controlled by Organized Labor? 

In the environment so created a small but utterly vicious 
communistic minority flourishes prodigiously and spreads its 
seeds of destruction over ever-increasing areas. 

American labor has repeatedly and conclusively demon- 
strated its fine patriotism and adherence to American ideals, 
but labor is being increasingly victimized by the communists’ 
subtle and effective technique of boring from within. 

Under such conditions “true collective bargaining” is im- 
possible. Shotgun bargaining and collective coercion are the 
order of the day. 

Until all men again stand equal before the law no petty 
procedures for collective bargaining can have real meaning 
—no secondary or remedial legislation can have effective 
force. 

As an essential preliminary step toward the resumption 
of reason and democratic processes—as the primary means 
of restoring essential freedom and human rights—all men 
must again be caused to stand equal before the law. 

Let an aroused and informed public opinion demand that 
the Congress of the United States, once more responsive to 
the broad public interest as opposed to that of an organized 
minority, take immediate steps which shall be as follows: 


1. Revise the Wagner Act, preserving all of labor’s equi- 
table rights of organizing for collective bargaining but bal- 
ancing every unfair labor practice for which the employer 
is held responsible by an equally weighted practice for which 
Organized Labor must assume responsibility. 


2. Enact such legislation as may be needed to rescind all 
of Organized Labor’s immunities and special privileges under 
all laws of the land, not excluding anti-monopoly measures, 
tax laws and all other laws which apply to business cor- 
porations. 


Having thus cleared away the rubble, reestablished moral 
values and reconstructed the foundation of equity, we may 
proceed with constructive, progressive legislation, with ef- 
fective agreements, with true collective bargaining and with 
law enforcement. 

Thoughtful labor, now oppressed or about to be oppressed 
by monopolistic unions, as well as all other Americans of 
good will, cannot fail to support this simple and understand- 
able program. Wise labor leaders will support it if only to 
avoid the penalties of impending repressive and reactionary 
legislation. 

Unless we thus retrace our path and recapture the moral 
values we have lost, we shall suffer under flimsy, ineffective, 
reactionary legislation until chaotic conditions shall have 
overwhelmed us. 

Then may our cherished institutions be superseded by 
stateism and dictatorship—not through the conspiracy of 
crackpots, but through the fateful sequence of unemploy- 
ment, economic maladjustment and resultant social disorder. 

“Tt is later than you think.” 


* Donald Richberg 
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The Congressional Viewpoint 


THE KINSHIP OF FARM AND INDUSTRY 


By HUGH BUTLER, U. 8S. Senator from Nebraska 


Delivered before the Golden Anniversary Congress of American Industry of the 
National Association of Manufacturers, New York, N. Y., December 7, 1945 


EFORE anything else, I want to tell you I regard 
it my privilege, not yours, to be able to address this 
greatest of industrial forums, because I have eagerly 

anticipated this occasion. 

You manufacturers are a select and influential body. It so 
happened I was looking for a chance to do a little lobbying 
of my own at your annual Congress of Industry. 

It has always been brought to my attention that you men 
of industry are good at changing things. As they say in our 
brainy bureaucratic language known as “gobble-degook,” you 
fellows are good at activating ideas, or maybe it is motivat- 
ing, or maybe it is implementing ideas. 

At any rate, I have read that you are able to take a 
hunk of coal, a pinch of salt and stir them up with a breath 
of fresh air and behold: you have nylons—and a line of 
frenzied women from here to Omaha. 

You change dreams into realities. The point is, we need 
some practical changes down at Washington to get a bigger 
and a better output from the biggest business in the world— 
our Federal Government. 

In a slightly different sense, we Nebraskans get most of 
our income from the processes of change, too. In our case, we 
mix seeds and soil to produce steak, cheese, flour, ham and 
such. Speaking gastronomically or metabolically, or what- 
ever the medical term is, | wouldn’t be at all surprised if 
most of you were at least half-Nebraskan. 

But I'm sure our relationship is more than being just 
“belly” cousins. Our farmers talk production, production 
and more production. You factory men pound your desks 
and talk production, production and more production. 

About all I’ve got to show for this life is my Nebraska 
ranch. It is really a beef factory, and its output has got to 
be a carload of fat cattle to market every week or we un- 
cork the red ink bottle again. Farm and factory talk is the 
same language, with exactly the same considerations of in- 
vestment, reserves, depreciation, overhead, hired men and 
market risks. 

We have the same perplexing dilemma over Government 
subsidies and handouts. We are both concerned about taxes 
and their effect on our business futures. 


Tue Corre or Our FINANCIAL PROBLEM 


One of my duties as Senator is to serve on the Senate 
Finance Committee, which reviews and recommends taxa- 
tion bills for passage. 

In recent weeks, the Congress passed a tax bill which gave 
business and individuals some measure of tax relief. The 
Congress went farther than the Treasury wanted us to go 
in granting relief from high wartime rates. 

But Congress could approve only a limited reduction. You 
who had your contracts terminated know how sharply war 
spending is being curtailed. Nevertheless, the Congress had 
before it the Budget Bureau’s forecast of a $66 billion bud- 
get for this fiscal year ending next June 30. Of this $66 
billion, about $30 billion will be a deficit. 

In short, the 1945 tax amendment was the most tax re- 
lief we could offer on a strictly short range basis. 

Real tax relief will not come until the Federal Govern- 
ment curbs its spending. Lowering operation costs is the 


only way to lower taxes. Otherwise, endless deficits pile up 
and we are chained to interest charges from which we can- 
not escape. 

And when I say tax relief, I mean all those elements that 
will free our enterprise and preserve our inventive and pro- 
ductive strength. 

I mean the preservation of small business—and that of 
the whole nation for that matter—from the dangers of Big 
Government. I mean the riddance of excess profits taxes and 
the double take on corporate income and dividends. 

But we can’t cut taxes and escape deficits until appropria- 
tions—Government expenditures—are brought into line. 

You may ask: Since Congress controls the spending and 
must authorize all appropriations, why doesn’t Congress 
itself just balance the budget? 

Well, I’m glad you asked. It is a good question. 

It is true that Congress does have the power of approv- 
ing the expenses for ordinary Government in its three historic 
branches—the legislative, judicial, and executive. But in the 
past 16 years, out of emergency, depression and war, we have 
erected a fourth branch—an extra-ordinary Government, if 
you please, which answers to no audit nor to any conscience 
save its own. 

It is said that the magnitude of this extra-ordinary Gov- 
ernment is now so great as to rival Government proper. 

There are 101 of these Government corporations, all 
financed by taxpayers. Our first step toward sound Gov- 
ernment was to drive as many of them as we could into a 
corral, where Congress and the people could keep an eye 
on them. 

Let me tell you about this, briefly. 


Tue Byrp-BuT er BILi 


In 1943, some of us got interested in the “good neighbor” 
policy and journeyed down to South America to examine 
the fruits of this activity. 

Possibly some of you may remember the startling dis- 
closures that resulted from this trip. The whole nation 
gasped at the size of our spending program in Latin 
America. 

What I want to add to the record now is that in spite of 
those colossal revelations, the thing that impressed me most 
was a telephone call to my office from one of the “discovered” 
corporations. The party on the telephone wanted to know— 
“where in the world did you get the information about us— 
we're supposed to be secret.” 

It was then and there, gentlemen, that I knew Big Gov- 
ernment was getting away from Congress. It was up to 
Congress to recapture those secrets. In the following months 
the Byrd-Butler bill was framed. I shared with the dis- 
tinguished Senator from Virginia, Harry F. Byrd, the spon- 
sorship of that measure. 

Comptroller General Warren says it is the most important 
piece of legislation of its kind presented in Congress in the 
past 25 years. I suppose the canny General dates it from 
women’s suffrage. 

At any rate, I regard it as Congress’ declaration of inde- 
pendence from Big Government or, perhaps it is only the 
preamble to the new Magna Charta of free enterprise that 
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will chart our postwar evolution. It is only evolution, 
thank God. 

The Byrd-Butler bill provides that the 101 Government 
corporations henceforth must come under the scrutiny of 
Congress in their financial operations. They must toe the 
same line of budgeting, financing and auditing that the Con- 
stitution draws for the other three branches of Government. 

It will, we hope, write the end to extra-ordinary Govern- 
ment with its extra curricular activities. 

May ne other Senator ever again be told that some billion- 
dollar enterprise of Government is a secret from him and 
the taxpayers! 


THE Roap AHEAD 


But the costly mistakes of the past 16 years of wasteful 
spending, with their debts, are bygones, after all. Instead 
of bitter recrimination, let’s just make sure they are for- 
ever gone, pay the cost, and learn our lesson. 

So, where do we go from here? 

When I sit and squirm in my Senate seat, thinking about 
us taxpayers, I am convinced that the Byrd-Butler bill is 
only a starter. 

Now that the war agencies are on their way out, it is 
going to be far easier to say no to them and the rest of 
Government, than for Congress to resist the appeals of 
pressure groups for mew spending. 

Depression and war gave us Big Government and not a 
few imported ideas for making it Bigger. Emergencies, both 
real and fancied, have opened the door for the do-gooders. 
There was so much reform in the air you couldn’t cut it 
with a corn-knife. 

Under sweet and noble titles, Congress is still getting 
these legislative lures to Paradise. But these rosy paths 
always lead to the payroll and paycheck. The big slice is 
for Big Government which is to pay off in the distant future, 
when only the Almighty knows what the value of the dollar 
will be. Let us recognize these social stunts for what they 
are—taxes for Big Government. 

Out our way, and I believe out your way, too, the folks 
want Government in the open. Money on the barrelhead. 

The spending spree is over, and the pendulum is swinging 
back. The majority party, whichever it be, must take the 
responsibility for discouraging pressure groups and privilege 
legislation. 

These boys who are coming home from the wars are con- 
vinced the American way is best. If they have one hard and 
fixed opinion, it is that no way of life or kind of government 
they saw overseas even remotely interested them. 

We get a great deal of mail from them in Congress, and 
you can take it from me most of our veterans will be happy 
to get away from government controls. 

They want a chance to make money. Plain old profits— 
enough to send a shudder down the spine of any soapbox 
socialist. 

They saw firsthand the results of the plundering of thrifty 
citizens by taxation in fascist countries, and they saw the 
fawning, faceless freaks of humanity that it spawns. They 
saw nations disintegrate, because men’s dreams of progress 
were stifled by the state. They saw Big Governments that 
bogged down in debt and moral decadence. 

These boys fought to be free. 


STREAM-LINED GOVERNMENT 


And so it is up to us; citizens, voters and Congress, to 
see that this war-swollen bureaucracy of ours is cut down 
to peacetime size. 

It has three times too many employees, with all the at- 
tendant evils of duplication and harassment of citizens. Be- 
fore the war, there were less than a million civilian job- 


holders on the Federal payroll. Now there are more than 
three million. Depression and war agencies still honeycomb 
the regular government structure. They must be eliminated, 
along with their orders, edicts, rules and surveys, deviously 
tied up with taxpaying and penalties which often have more 
weight than the laws passed by your Congress. 

Much of this Big Government derives from the war pow- 
ers of the President. Most of them will continue for six 
months after those war powers are ended either by Con- 
gressional resolution or by Presidential proclamation. 

The President has not indicated when he might proclaim 
officially that hostilities have ceased. But I wish to point out 
that the war powers quite likely will run into the next fiscal 
year. 


A $50 Bittion BupcET 


The daily press reports a government spokesman as saying 
that the forthcoming budget would total about $50 billion. 
This compares with estimated revenues of about $30 to $35 
billion, and indicates a deficit of $15 to $20 billion to be 
piled upon our mountain of debt. 

A $50 billion budget, plus about $10 billion that state and 
local governments will spend, will give us a national tax 
load of about $60 billion, if that spending is to be balanced 
by tax revenues. 

Sixty billion dollars, folks, is 46 per cent of the national 
income which the Treasury estimates for next year. 

I submit our government spending should be brought more 
in line with our ability to pay. 

In Nebraska, our Constitution says the state’s debt can’t 
exceed $100,000. Our state capital, one of the wonders of 
the West, was paid for the day it opened. We build our 
roads the same way, and we have good roads. That is the 
way Nebraska likes to do business, and I represent Nebraska. 

Let me quote to you what the Nebraska Bankers Associa- 
tion wants in Washington. This is from its resolutions of 
less than a month ago. It puts into words what l’ve been 
thinking— 

“Now that the war is over .. . we feel that deficit spend- 
ing should stop and that when existing commitments have 
been fulfilled, all government subsidies should be discon- 
tinued. 

“Consideration should be given to reduction of taxes. 
Government corporations . . . should be discontinued unless 
approved directly by Congress; our national budget should 
be brought in balance at the earliest possible date; and all 
the broad powers granted the Executive Department, and 
under which most of these spending agencies exist, should 
be returned to Congress so that we may have a government 
by the will of the people through their elected representatives 
and not by executive order.” 


THE Dest AND THE BUDGET 


The stupendous new element of postwar budgeting will 
be the debt. Next June 30, the end of the current fiscal 
year, it will have reached $275 billion, or thereabouts. 

It defies definition. It is more money than our Govern- 
ment spent in the 150 years prior to 1940. The biggest 
debt of any nation at any time. 

There is currently some fashionable doubletalk which we 
Nebraskans fail to understand that this debt may be lightly 
regarded since we just “owe it to ourselves.” On such a 
theory, no debt ever should trouble us so long as it is in- 
ternally held. 

By all that’s honorable in Government, it must be a sound 
debt. We can’t play around with bankruptcy and 85 million 
bondholders. 

Congress must find a way to amortize this great block of 
credit in a manner as painless as possible to the nation’s well- 
fare. We need the counsel and guidance of statesmen who 
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are financiers, and of financiers who are statesmen. We 
can't pay off with catch-words and slogans and repeated bond 
Issues 

We are not balancing the budget until we provide for the 
handling of the debt, and we will never lick inflation until 
we balance the budget. 

It may take a debt commission or a special committee of 
Congress, but the problem of our postwar Federal finance 
will be that of squeezing debt repayment into the national 
budget—for the next 50 to 100 years, if necessary. 


FOREIGN SPENDING 


\t such a critical stage of our national finance it does not 
seem prudent that we should separate our considerations of 
foreign and domestic spending. They come from the same 
Foreign relief, too, must be carefully distinguished 
from foreign loans. It would be a disservice to any nation 
to extend loans above its ability to repay, and would win for 
us again the title of usurer and Shylock. 

| hope some of your special study groups will write me 
your opinions, particularly about the debt. But there is only 
one direction that I am prepared to take, and it is my theme 
henceforth. It is: “Balance the Budget.” 


pron ket. 


THe Futt Accountine BILL 


In the beginning of my talk I told you I came here to 
plead a special cause, and to lobby your Congress of Industry. 

Then | have tried to say that free enterprise and tax re- 
lief are the Siamese twins of the return to sound government. 
Let no more fancied crises separate them—and us—from 
fiscal sanity. Why, a one-cent change in the corn or cotton 
market, under the touch of Big Government’s propaganda 
machine, can be made to look as if disaster and chaos will 
result if Big Government doesn’t take over! Let us dis- 
mantle this oppressive machine in a careful and businesslike 
manner, by the simple means of testing each part for efficiency 
before we remove it. 

I think I know how to do it. 

That is why I decided to make your Congress of Industry 
my pulpit of what I hope will be my next legislative venture. 
I think it as important as the Byrd-Butler bill. With your 
indulgence, I shall send up the first trial balloon. 
market, under the touch of Big Government’s propaganda 

1 am proposing a full accounting bill, which would place 
all government financial operations on a businesslike basis. 


Every year at one time and in one specific measure Congress 
would consider the full operation of government which 
would be out in the open for everyone to see. 

As soon as I return to Washington I shall introduce a 
measure asking the responsible fiscal officials of Government 
—the Secretary of the Treasury, the Director of the Budget 
and the Comptroller General—to report their recommenda- 
tions on this full accounting of Federal spending. I hope 
that Senator Byrd will join me as a sponsor. 

This plan is to provide for suitable legislation to: 

1—Include all appropriations in one general appropriation 
bill. Congress never gets the full financial picture of the 
Government for which it is financially responsible. It votes 
appropriations in dribbles ; the money can be spent three years 
later, when another Congress is unaware of it and might 
possibly be appropriating other moneys for the same pur- 
pose. Bear in mind, Government finance is Congress’ exclu- 
sive job. 

2—Make each year’s budget be a complete operation by 
discontinuing permanent appropriations. 


3—Relate the handling of long-term projects (such as 
contract authorizations for building ships) to proper annual 
appropriation. 

4—Integrate deficiency and supplemental appropriations 
into the annual budget. 


5—Improve the execution of each annual budget and 
secure a more prompt and efficient annual accounting both 
by the expending agency and the Comptroller General, to 
show whether funds were expended properly. 

With these improvements, gentlemen, the Congress and 
the public will know the true state of the nation’s finances. 

It will not know the state of the nation until this, or some 
other method, provides a way for drawing a complete total | 
on the complicated arithmetic of Government. You do it 
in business—you’ve got to. 

We have got to do it in Government to save it from con- 
suming itself. 

I earnestly solicit your support. 

Here is a final thought. 


Seventy-five minutes have elapsed since this afternoon 
session began. During this time the Federal Government 
has spent over 9 million dollars. It has added over 4 million 
dollars to the debt—your debt. 


A Tax Program For a Solvent America 


MAJOR QUESTIONS IN 1946 
By ROSWELL MAGILL, Chairman, Committee on Postwar Tax Policy 


and member of the firm of Cravath, Swaine and Moore 


Delivered before the Golden Anniversary Congress of American Industry of the 
National Association of Manufacturers, New York, N. Y., December 7, 1945 


HE ordinary layman, Casper Milquetoast or Elmer 

‘Twitchell, is aghast these days at the confusion of 

the times. Only a few months ago, we had one job 
to do—to defeat our enemies, the Germans and the Japs. 
Nothwithstanding all our worries about our sons and ra- 
tioning and high taxes, we had a warm inner satisfaction 
in the knowledge that all the citizens of the country stood 
united for the common purpose, and that the manufacturers, 
the farmers, and the scientists of this land were performing 
miracles. Unity of effort and skill in meeting new problems 
are qualities that make any nation and any organization great. 


Questions UNANSWERED 


We hoped that the conversion to peace would be accom- 
plished with the same facility and distinction that had char- 
acterized the conversion to war. We wanted to see every 
effort made to insure a prosperous economy here, and a re- 
turn to normal conditions abroad. Active business, full em- 
ployment and a high national income were the goals and in 
the light of the war record, they did not seem impossible 
of accomplishment. But with the end of the war, the unity 
of purpose of nations and of individuals began to dissolve. 
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The particular and conflicting interests of individuals and 
of groups came once more to the fore, and all sorts of com- 
plicated questions arose, to which different nations and 
different individuals would give different answers. To what 
extent must individual nations relinquish their sovereignty? 
What should the activities of Government be? What can 
best be accomplished by private enterprise? In the fiscal 
field, do we need to bother about the fact that expenditures 
have been and could easily remain much greater than Gov- 
ernmental receipts? To what extent should we undertake 
to finance Great Britain and the world, and can we afford 
to do it? Should taxes be further reduced? If so, what 
ones? 

There is no such clear agreement on questions like these 
as there was upon the necessity of winning the war. Most 
citizens have not yet thought them through, and many of us 
wish we didn’t have to think about them at all. Yet deci- 
sions on most of them must be made. The intelligent pro- 
cedure seems to be to assemble the relevant data on each 
problem; let competent men work out and present to the 
public the possible solutions and their recommendations; and 
let the Congress and the people coordinate the results and de- 
cide what is to be done. Such is the democratic process, and 
we have found that it works. 


Postwar TAx Poricy Report 


About a year and a half ago, President Henry M. Wris- 
ton of Brown University assembled a group of men to con- 
sider whether the time had come to make a study of fiscal 
policies for the nation after the war, and how such a study 
should proceed. They agreed that the work needed to be 
done, and that the best way to do it was the usual one of 
appointing a committee. Consequently, the Committee on 
Postwar Tax Policy was formed to assemble the material 
and to make a report. The Maurice and Laura Falk 
Foundation of Pittsburgh agreed to finance the work. Pro- 
fessor Harley L. Lutz of Princeton University acted as re- 
search director. The committee consisted of five men with 
diverse professional training, but all with long experience 
in dealing with Federal tax problems. The committee pub- 
lished its report in September in a book of 275 pages, ac- 
companied by a short summary, or popular version, of 50 
pages. Most of you have seen it, and so I shall not review 
it with you this afternoon. Rather I shall speak inde- 
pendently of the major fiscal problems the country confronts, 
and shall outline to you my own ideas on them as briefly 
as possible. 


TAXATION CAN Dereat AIMS 


The first question we confronted was: what can be done 
in the fiscal field to facilitate rapid reconversion and to 
promote active business? We all want to see a healthy, 
vigorous economy for factory and farm, an economy which 
will provide jobs of their own choosing for those willing 
and able to work. We want also to see the American way 
of life preserved—that is, a high standard of living achieved 
without sacrifice of individual liberty. The tax system can- 
not bring about these aspirations and ideals, but it can oper- 
ate so as to defeat them. All taxation is burdensome, and 
tends to slow up economic activity in some particular. But 
it is possible to work out plans which will raise the money 
the Government requires with the minimum of braking 
effect upon incentives to produce. 


1945 Acr Wett-ConsIDERED 
The Revenue Act of 1945, introduced and passed with 
commendable speed, was a well-considered first step. In 


my opinion, Congress picked the right objectives and carried 
them out admirably. Fer once, our accomplishments in the 


complex fiscal field are well ahead of our accomplishments 
in other directions. 

First, it was wise to repeal the excess profits tax at once. 
That tax was not only a war measure, primarily designed 
to drain off war profits, but it operated quite unfairly as 
between competing business. There were many sound rea- 
sons for its repeal: the tax operated as a damper on new 
corporations or rapidly growing corporations and hence 
would check or defeat exactly the kind of enterprise this 
country needs at this time. It was good statesmanship to 
clear the tax off the books promptly, now that the war is over. 

It was sensible also to repeal the capital stock tax and 
declared-value excess profits tax, that guessing game with 
too high stakes. The elimination of these three forms of 
corporate tax, moreover, will greatly simplify the tax prob- 
lems of corporations and the provisions of the Internal Rev- 
enue Code itself. Repeal is certainly the cleanest method 
of tax simplification. Unfortunately, it cannot be used as a 
general remedy. 

The slight reductions in individual ard corporate tax 
rates generally applicable were a necessary and just accom- 
paniment of the excess profits tax repealer. The reductions 
could not be great, for the Federal expenditures and deficit 
are still tremendous. The corporate tax rate is still about 
three times what it was only ten years ago and more than 
50 per cent higher than it was five years ago. Individual 
rates, too, are far higher than they were before the war. 
Nevertheless, both individuals and corporations needed the 
bit of encouragement and incentive to produce that the 
transition act gave them. It was a well-timed and well- 
executed move. 


Major QuEsTIONs IN 1946 


Congressional leaders have announced that work on a new 
general revenue bill will start early in 1946. At that time, 
the whole Federal tax structure will be reviewed and recast 
in a more permanent mold. It is not too early, then, to list 
the major questions which Congress must face, and to con- 
sider what the solutions should be. 

Expenditures are the key to the problem. In order for 
private enterprise to be vigorous and to expand, it must 
have confidence in the stability and soundness of the Fed- 
eral budget. Business must be able to feel that this great 
factor in its costs and in the conditions under which it oper- 
ates is wisely controlled and is reasonably predictable. Hence, 
a balanced Federal budget should be the normal practice. 
A policy of normally balanced budgets being indicative of 
fiscal stability, will be much more conducive to private effort 
than a policy of balance only in times of great prosperity 
with recurring deficits at other times. If the budget is 
normally to be balanced, the control of expenditures is vital. 


PRUDENT Bupcet $15 BILLION 


Can the budget be balanced in a normal year? No in- 
dividual or group can forecast accurately what the budget 
will be, but we can analyze the possible expenditures and 
classify them as being necessary or optional. Our committee 
organized several sample budgets along these lines. It is 
not essential to burden you with more than the totals, which 
were $15 billions for a low Federal budget, representing 
prudence and care in expenditure; $18 billions or $19 bil- 
lions for a budget exhibiting restraint and control over ex- 
penditures, but greater liberality than the basic necessities 
required ; and $22 billions for a liberal or high budget. In- 
dividual fiscal experts will write their own detailed pre- 
scriptions, but they will generally agree that $18 billions of 
Federal expenditures is about what we must expect; that 
$25 billions is a fearsome possibility if Congress is con- 
trolled by liberal spenders. 
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Most Revenue From Income Tax 


Several important facts become clear from these schedules 
and studies. In the first place, it is evident that the budget 
at best will be more than twice that of the Thirties, and 
four or five times that of the Twenties. Expenditures for 
necessary functions of the Federal Government bring about 
this result. If the Government takes on a number of op- 
tional functions and spends rather liberally on them, the 
total budget can reach a much higher figure. 

Second, as the total money to be raised increases, the 
choices of taxes and rates to be used decreases. If expendi- 
tures can be held down, the taxing power need not be used 
to the full. As the requirements increase, it becomes more 
and more necessary to employ all the different forms of 
imposts. If the Federal expenditures are to be stabilized at 
$25 billions, as some Washington commentators have fore- 
cast, the problem of raising enough revenue to balance the 
budget in a normal year will be very difficult. 

Third, the income tax must play the major part in raising 
revenue, and since the great bulk of income is received by 
persons with incomes of moderate size, the starting rate 
of the income tax, 23 per cent for 1945 and 19 per cent for 
1946, will necessarily remain high—not so high as 19 per 
cent, but much higher than the nominal tax rates of the 
‘Twenties and early Thirties. In that connection, note that 
even last year, with the income tax our chief revenue pro- 
ducer, with the heaviest income tax rates we have known, 
and the individual exemptions as low as $500, only about 
halt of the national income was taxed, and in earlier years 
it was a much smaller proportion. 

On the premise that individual income taxes will be the 
mainstay of the postwar tax system, the current exemption 
of 3500 per person should not be increased for some time 
to come. After the present transition period, the standard 
initial rate of the individual income tax should be not less 
than 15 per cent. The rates in the middle brackets and the 
upper brackets, which reach a maximum of 91 per cent for 
1945 and $8 per cent for 1946, should be adjusted and re- 
duced all along the line, so that the highest surtax should 
be, say, 72 per cent, the bracket rate applicable to income 
in excess of $10,000 should be, say, 32 per cent, the bracket 
rate at $25,000, 45 per cent, and the bracket rate applicable 
to an income in excess of $100,000, say 55 per cent. The 
withholding principle and payment of taxes currently should 
be retained. Married persons should continue to have the 
option of making joint or separate returns. 


DivipeNps TAxEp Twic! 


There would be general agreement on the proposition that, 
if incomes are to be heavily taxed, all forms of ordinary 
income should be taxed alike. Certainly there should be no 
discrimiriation against particular forms of income. Yet, in 
recent years, corporate dividends have been fully taxable 
to the individuals who received them, notwithstanding the 
fact that the corporate income which produced the dividends 
had already been heavily taxed to the corporation itself. 
Interest on corporate bonds and debentures has not been sub- 
jected to this double tax, since the corporations had a full 
deduction for these payments. Hence, there has been and is 
a strong incentive to finance corporate enterprise with debt 
rather than with equity obligations. In an equitable tax 
system, the discrimination against dividend income certainly 
should be removed. Moreover, if we want to encourage 
active business enterprise, and new ventures, there is the 
more reason for giving income from venture capital an even 


break. 
ConsipeR SMALL CoRPORATIONS 


Congress has already begun the process of reducing the 


corporate rate and further reductions should be made when 
we enter into normal postwar years. Congress has shown 
particular consideration for small corporations and special 
treatment should continue to be given them so long as the 
tax rates applicable to corporations generally exceed those 
applicable to individual enterprises. 

Various other changes should be made in the system of 
corporate taxation in the interests of greater equity. Allow- 
ance of business net losses as a deduction against business 
profits of other years should be made by permitting a carry- 
forward for a reasonable number of years, not less than five 
or six. Dividends received by one corporation from another 
subject to federal income tax should not again be taxed. The 
two per cent differential tax on corporations making a con- 
solidated return should be eliminated. 


IMPROVED ADMINISTRATION 


Income tax administration should give much greater 
weight than heretotore to the decisions of management with 
respect to the proportion of a company’s earnings that should 
be retained. Greater recognition should be accorded to busi- 
ness accounting procedures and results, with particular refer- 
ence to the accounting for: (a) depreciation and obsolescence ; 
(b) expenditures for such intangible purposes as research 
and development; (c) salary determination. If the last two 
recommendations are given effect, as they can be, by action 
of the Bureau of Internal Revenue, much useless and time- 
consuming controversy and litigation can be avoided, with- 
out any loss of revenue to the Treasury in the long run. 


Excise TAXEs 


Income taxes on individuals and corporations will produce 
two-thirds or three-fourths of the postwar revenue. The re- 
maining one-third should be met, as it has been in the past, 
by excise taxes of general application and by customs duties. 
Even with freer international trade, customs duties can be 
used to produce more than they have in past years. The 
tobacco taxes and the liquor taxes have given the Federal 
Government long and satisfactory service. We badly need 
the element of stability of tax revenue which they assure. 
Some other selected excises of general application should be 
employed, but a general sales tax will not be necessary un- 
less the budget rises to $22 billions or more. 


‘ Estate AND Girr TAXEs 

The Federal Government would do well to withdraw 
from the field of estate and gift taxation. All but one of 
the states employ death taxes and more and more are adopt- 
ing gift taxes as well. The revenue from these taxes is not 
very significant to the Federal Government. The nuisance 
of duplicate administration is considerable. The states need 
to be left with some important forms of taxation all their 
own. Death taxes have had a long history as a state source 
of revenue, while their use by the Federal Government is 
largely associated with war financing. Hence, why not give 
them back to the states for their exclusive use? 

If these taxes are not now given back to the states, they 
should be better coordinated, so that duplicate levies, one at 
the time of a gift, another at death, are reduced to the min- 
imum. The exemptions should be liberal and the rates mod- 
erate. Finally, taxes on transfers between husband and wife 
should not be levied. One transfer tax per generation is 
enough. 

$18 Bitttion Tax BiLt 


The Congress and the country must choose what activi- 
ties the Federal Government is to perform and how they 
are to be paid for. If the $18 billion figure should be the 


total, the taxes to meet it might be somewhat as follows: 
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Billions 

Excises, customs, etc. ...........-. $ 4.4 

Corporation income tax at 30% .... 4.4 
Individual income tax at 20% initial 

ME: gabeneaakereeben suse cues 9.6 

$18.4 


We are now beginning the transition period from war to 
peace. Military expenditures have not, of course, ceased. 
The Federal expenditures in the fiscal year 1945-1946 will 
be less than were budgeted, but they will still be greatly in 
excess of revenues. Expenditures will still be abnormal for 
1946-1947, and perhaps for another year after that. The 
only hope of a balanced and business-like budget is to reduce 
expenditures and to reduce them more rapidly than rev- 
enues are reduced. 

We ought to aim at a balanced budget in the first normal 
postwar year, now distant two or three years. In the mean- 
time, the primary aim should be to reduce expenditures, not 
taxes. 

Taxes cannot be precipitately lowered, for we must re- 
member first that, even with careful management, expendi- 
tures will remain at a greatly higher level than during the 
Thirties; and, second, that the budget should really be bal- 
anced three years from now. 


CONGRESSIONAL Test Next YEAR 


The policy I advocate is one of prudent and even con- 
servative administration of the Federal budget. One test 
will come next year when Congress undertakes the task of 
general revenue revision. What lines should such revision 
take? Can any taxes be reduced when the Treasury is con- 
fronted with a budget deficit for the current year of $31 
billions and perhaps another deficit for the fiscal year 
1946-1947 of a good many billions of dollars? 


Excise TAXATION NEEDS REVIEW 


There are, nevertheless, a good many items which should 
be included in the revenue revision program next year. In 
the first place, the time is ripe for a review of the whole pro- 
gram of excise taxation and the determination of exactly 
what sales of commodities are to be subjected to taxes and 
at what rates in ensuing years. Doubtless, the liquor taxes 
and the tabacco taxes will be retained, although both may 
be slightly reduced. On what other articles of more or less 
general consumption should sales taxes be levied? The 
Bureau of Internal Revenue has set up a system for the ad- 
ministration of a series of sales taxes of quite general appli- 
cation. It would be well not to abandon the system entirely, 
since our revenue system in the past has suffered from too 
great dependence on income taxation. The British have been 


wiser in maintaining excise taxation as an important element 
in their fiscal plans. Since the subject is a highly contro- 
versial one, Congress will need to devote a good deal of time 
to it. 


DiviwEND TAXATION UNJUST 


The elimination of the double taxation of dividends should 
be the next principal item on the docket. It is generally 
recognized that the present plan of twice taxing corporate 
income distributed as dividends, while other forms of income 
are taxed only once, is not only unjust and discriminatory, 
but unwise. 

We want to encourage the formation and the active em- 
ployment of risk capital. We certainly do not wish to give 
special tax encouragement to the use of bond and debenture 
issues for financing rather than stock issues. Congress should 
move promptly to eliminate the present discrimination against 
corporate income distributed as dividends. 

For similar reasons of equity, the tax for the privilege of 
filing consolidated returns and the tax on dividends dis- 
tributed by one corporation to another should also be elim- 
inated at this time. This would greatly improve the fairness 
of the tax system and would be beneficial both to individuals 
who receive dividends and to corporations which pay them. 


Await EXPENDITURE REDUCTION 


There are numerous other inequities of less general im- 
portance which Congress will want to consider next year. 
Among them are the tax treatment of cooperatives engaged 
in business and of public utilities or other enterprises op- 
erated by municipalities in competition with private enter- 
prise. Congress would be well advised, however, not to enter 
upon a program of further reduction in individual tax rates 
or of increases in exemptions while we confront the necessity 
of Federal expenditures considerably in excess of current 
revenues. The aim should be to reduce expenditures and to 
maintain our tax system at approximately its present pro- 
ductivity until the Federal budget can actually be balanced. 

The major points of sound fiscal policy that I would 
emphasize, in conclusion, are few and simple. Vigorous pri- 
vate enterprise is essential to the American way of life as 
we have known it. A sound tax and fiscal system is essential 
to an active and healthy economy. The Federal budget 
should be balanced in a year of normal business activity. The 
key to a balanced budget is careful control over expenditures. 
If expenditures are kept under reasonable control, taxes need 
not be excessive. Many more citizens will have to pay Fed- 
eral taxes than paid them during the Twenties and Thirties, 
but the wartime rates can be considerably reduced if we 
watch expenditures. That is the essential condition to Fed- 
eral fiscal health, on which our economic health greatly de- 
pends. 


“American Economic Stability” 


ORDER IS OF NECESSITY THE BASIC ELEMENT 


By A. W. ROBERTSON, Chairman of the Board, Westinghouse Electric Corporation 
Delivered before the Economic Club of New York, New York, N. Y., November 29, 1945 


NE who expresses himself on economic matters to- 
day would do well to provide a foxhole or at least 
a shield to fend off rockets of criticism. This is par- 
ticularly true when a businessman speaks. So I present my 
shield in the words of Pericles, “We need no Homer to praise 


us; rather we have opened the whole earth and sky to our 
enterprise and raised everywhere living memorials to our 
fortune.” 

In other terms, American economic operations have en- 
abled us to produce food in sufficient quantities to feed all of 
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us and fatten most of us. It is distributed where and when 
needed. We are clothed and live in comfort. Each new baby 
is a potential Derby winner and at maturity finds a welcome 
niche in the world of affairs. In fact, honor and rewards and 
well-being are found yearly by millions of our people. We 
are indeed fortunate. 

The national economy in broad outline consists of the sum 
total of all our efforts whether playing, working, spending, 
or saving, as well as the emotional effort which we put into 
life. In fact all of us from our birth to our death affect it 
and are conditioned by it—the white collar worker, the man 
in overalls, the taxi driver, professional man, artist, farmer, 
businessman (big and little), banker, technician, housewife, 
‘government and civil service employe. 

The world is suffering from the economic dislocation of 
war. The United States didn’t pay the full economic price 
for the war while it was being fought, so we must pay for it 
after it has been won. No doubt millions of our people will 
rebel against doing what the payment will require. Economic, 
social, and political convulsions as powerful as an earthquake 
are undoubtedly future possibilities. 


In the days before our economic life became so compli- 
cated and individuals became so dependent upon each other, 
the rules didn’t matter greatly. Life then was like the boy- 
hood game of One Old Cat, which as I remember it con- 
sisted of a batter, a pitcher, a catcher, and fielders, and was 
so simple even the family dog could play it. It is no longer 
simple. 

In recent generations we have given up the economic in- 
dependence that was the source of pride of the pioneers for 
the dependence that arises from membership in a_ highly 
specialized civilization. ‘The self-sufficient Jack-of-all-trade 
citizen of our grandfathers’ day has become the highly 
specialized citizen of today. Our plan of life encourages di- 
versities and differences, and we need common standards to 
bind us together. 


The division of employment and of interest took place 
gradually and peacefully. Man did what he wanted to do 
rather than what he must do and did it better. The mechanic 
found machines to work on. The outdoor man found out- 
door work; the clerk, paper work; and the manager found 
plenty to manage. As a result the overall economy of the 
world was greatly changed. As specialists we added wealth 
and luxury to life; created comforts and conveniences un- 
known before. We reduced the effort necessary to produce 
goods. Mass production methods of manufacturing were dis- 
covered. Some of the results are worthy of special note. 


During the last fifty years the quality of our mechanical 
conveniences has risen and the price has dropped many fold. 
This brought luxury products within the reach of all. It en- 
abled the employer to pay higher wages for less work. Fifty 
years ago the average wage earner worked 55 hours a week 
for $10. The carly part of this year he was working 45 hours 
a week with an average pay of $50. Yet the prices of many 
products have been steadily reduced due to the fact that 
manufacturing output has multiplied as the power used in 
manufacturing increased and improved techniques 
adapted. This is a world’s record. 

As stated in a recently published “Occasional Paper’ of 
the National Bureau of Economic Research, “we know little 
that is comprehensive and accurate about the changing rela- 
tions between production and labor’ even though the ratio 
of these two quantities is an index of a basic condition of 
human existence. 


were 


Qur homes became rich with comfort: central heating 
under Thermostat control, light from a push button, power 


from a floor plug, ice cubes in every glass, automatic cooking 
while we shop, luxuriant baths, vacuum cleaners, and air con- 
ditioning—all wonderful luxuries furnished by specialists, 
but to keep them going we became slaves to the serviceman 
and factories in far-off cities. We learned this only too well 
during the manpower shortage of the war. 

This specialization changed our manner of living. Great 
cities grew and grew and boasted of their size. Mass trans- 
portation, mass working, and mass living became general. 
Most citizens depend entirely upon other people for the 
necessities of life. They work at special jobs for wages and 
spend the money so obtained to purchase necessities and lux- 
uries. It has been said that the modern city is only three days 
removed from hunger and that means three days from revolu- 
tion and bloodshed. If this is too short, make it three weeks. 


The farmer became a specialist, too. He is now a wheat 
grower, a corn raiser, a potato specialist, a cotton grower, 
etc. ; seldom a general purpose farmer supporting himself. As 
long as the intricate pattern of specialized functions fitted 
into basic human needs our economy grew and developed at 
amazing speed. Like Jack’s bean stalk it almost reached the 
sky. But as our standard of living grew higher each year, it 
also became more complicated, because of more specialization 
and more things added to those we had. The complexity 
grew geometrically. If we had three times as many luxuries, 
we had nine times as much complexity. This was an out- 
growth of work—an economy of action. 


As more and move effort, and therefore more and more of 
the economic product or value, was reflected in luxuries, con- 
ditions became more and more sensitive to change. In a rich 
society there is a surplus of luxury products which the people 
can do without at will, thus stopping all flow of goods in 
this particular field without complete ruin. Whereas in a 
bread and butter economy things continue to function on a 
low grade of subsistence or famine and starvation result. 


However, as long as the ratio of production to the ex- 
penditure of labor was on the favorable side and we were 
making more than we were spending, in the terms of 
Benjamin Franklin’s illustration “with an income of $200 
and an expenditure of $199”, all was well with happiness 
and prosperity on every hand. A national economy resembles 
a top in that the faster it spins the more stable it is. During 
this giddy period of rising well-being with more and more 
for less and less effort, we did not clearly realize our com- 
plete dependence upon each other. And when I say each 
other, | mean groups of men that seem to have no connection 
whatever to each other. Certainly the city man has no con- 
scious knowledge that he depends for well-being upon the 
cotton grower or the shepherd on the mountain sides of 
Arizona or the steel worker in Pittsburgh. And much less 
does the cotton grower realize that he is dependent upon the 
city man. 

However, during the depression we reached the stage that 
resembles Franklin’s example of spending $201 with an in- 
come of $200. Our economy top began to show signs of 
running down and to show a dangerous lack of balance. The 
city girl who made artificial flowers for milady’s hat was 
jobless when hats were not bought. A farmer found himself 
with wheat that no one wanted. Fear gripped the country. 

Even so we did not fully sense what our dependence on 
each other meant. Dependent groups were too far apart, 
separated by both geographical miles and emotional experi- 
ence. We did not accept the full implication that each of us 
in this highly specialized and complex society is his brother’s 
keeper. 

As the danger of falling from our high state attracted at- 
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tention, remedies were suggested. Obviously our economy 
didn’t bring wealth, happiness, and prosperity to every 
citizen. Some were born poor; others attained poverty; and 
some had it thrust upon them. Honor and wealth were not 
evenly divided. Much fault could be found with the results 
of life, and it was easy to forget that bad as it was it was the 
best in the world, and the United States of America the only 
country where workmen sode in automobiles and their wives 
wore silk stockings. 

We must not lose sight of the fact that it is the state of 
affairs. that we had used all our efforts to produce. Man’s 
ambitions since the dawn of history have been directed to 
making things for his comfort and to relieve him from effort, 
although paradoxically the only worthwhile fun he ever has 
is in work or effort which he sometimes designates as sport 
or play. He finally attained an environment almost wholly 
mechanical, or at least of manmade contrivances. 


Many of the suggested remedies were untried so that it 
was difficult to refute the optimistic claims of their sponsors. 
Since our affairs had outgrown the book of rules and since 
there was no duplicate of America in the world, weaknesses 
and faults were misunderstood and misinterpreted. It is 
perhaps not to be wondered at that the remedies suggested 
were about as sensible as a witch’s brew or the medical 
advice of a radio commentator. Champions of the un- 
fortunate arose in numbers. It was a pleasant role for people 
with a mission, for who could question the statement that 
the hungry should be fed, that wrong should be corrected. 


Some of the remedies tried were distinctly harmful. We 
tampered with the money standard. The measure of value 
was the dollar. It was the common denominator of all 
value and wealth. We changed this unit of value to the 
advantage of some classes and the disadvantage of others. 
Life became a mathematical problem in which new un- 
knowns are being constantly introduced. Changing the unit 
of value had an effect something like using a rubber cord 
for the lineman at a football game. When it is retracted, it 
is in favor of the offense; when it is stretched, it is in favor 
of the defense. Its use effectively prevents a fair game or 
as a matter of fact any game at all. 

We followed this by increasing the quantity of money 
out of all proportion to things and services, following a 
course that had caused a complete breakdown of the sound 
economic life of other nations. In other words, we invited 
a run-away inflation. This abnormal condition was made 
dangerously explosive by financing a large part of the 
colossal expenditures of the war through the banking sys- 
tem. We printed currency and exchanged bonds for new 
bank deposits and in these and other ways pushed our sup- 
ply of funds up to two and one-half times the size of the 
money supply of 1940. This supply is now the tremendous 
sum of $163,000,000,000. It was only $67,000,000,000 
five years ago. We have produced a financial bomb which 
threatens to blow our economy to destruction. 

Other remedies to cure the real or fancied ills appeared 
on every hand. We did not follow the laborious and pain- 
ful road of honest effort to find what was wrong. It was 
pleasanter to listen to the plans of those who knew how 
to improve things without either study or work. Volunteer 
masters of ceremonies were common. We began to change 
from an economy based on work to one of catch phrases. 
“A few selfish men” became responsible for all our troubles. 
“The ill-fed, ill-housed, and ill-clothed” were not responsible 
for their condition. Taxes were levied against “those best 
able to pay’—in the eyes of the tax collector—and “pump 
priming” and “mural painting” recommended. Our econ- 
omy was weakened by termite terms. We talked a better 











life. A plan will share the wealth; a declaration will end 
want and fear; the unfit shall become fit by fiat. “We 
planned it that way” and expected it to work even though 
our wise men confessed that they didn’t know too much 
about the anatomy and functioning of our economy, and 
swung like a pendulum from an economy of scarcity to an 
ecoromy of plenty. 

One ever-present remedy was Government intervention. 
You know the phrase, “If you don’t do something about it, 
Government will.” That was intended to carry the strong 
implication that Government would be able to do the right 
thing. The hurricane of managed economy roared in a 
wind of words round an area of low pressure centered over 
Washington. It may not blow itself out in our time. 

During this period we talked ourselves into a high state 
of altruism with justice and champagne for all, and at the 
very same time were guilty of action of great injustice. 
Remedies were oftentimes surprisingly superficial and literal. 
Killing little pigs or paying farmers not to plant their fields 
or boondoggling, pretzel bending, window trimming, tea 
tasting, or what not, or the present drive to raise wages of 
former war workers regardless of production or circum- 
stances are scarcely basic cures. These remedies may have 
served the purpose of an aspirin tablet, relieving the eco- 
nomic pain, but they are certainly not true remedies that 
cure the cause of our distress. 


As our lives have grown more complex and our need of 
common standards more imperative, we may need more 
rules to guide us, which probably means more government 
in our affairs, although I shudder at the thought. Most 
of us think of Government rules as preventing us from 
doing something rather than helping us to do it. However, 
that is not always the case if the rules are wise and wisely 
enforced. When our grandfathers jogged along the coun- 
try road behind the plow horse, they didn’t need traffic laws 
and red and green lights at intersections, because there 
wasn’t enough traffic to justify them. Now traffic laws are 
absolutely necessary, and they expedite and do not slow 
traffic. Can you imagine how far we could get on a na- 
tional highway if we travelled on the left side as well as 
the right side and picked our way through approaching 
vehicles? Everyone and every vehicle would necessarily be 
reduced to a snail’s pace with traffic jams innumerable. 

The scourge of ideologists descended upon us like a cloud 
of grasshoppers. They insisted that if we would only think 
differently all of our woes would end. One of the most 
verbose of all preachers of ideologies is Harold J. Laski. 
During preparation of this talk I imagined a debate with 
Laski. If you would see a headline LASKI DEBATES 
ROBERTSON, you would know who won without read- 
ing further. It would be Laski. However, wait until you 
hear the whole story of this imaginary debate. The subject 
is “Economic Stability,” but as in all good arguments we 
are not going to discuss the subject. 

Laski will argue with ability and conviction that Ameri- 
can ideology is so wrong that America couldn’t have given 
England in her months of need 25 billion dollars of war 
material and other vital necessities nor could it have sup- 
ported Russia in her desperate plight. And with its wrong 
ideology it couldn’t possibly have carried on successful war- 
fare on two fronts thousands of miles apart. If you listen 
closely to him you would begin to think that with so wrong 
an ideology America must have lost the war. 

I, on the other hand, shall attempt to prove that on a 
diet of soggy boiled potatoes, brussel sprouts, and stringy 
beef, England could not have presented an unbroken front 
to the enemy no matter how hard pressed. And on such a 
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diet could never have produced the peerless leader with his 
ability to pronounce the ringing phrase at the psychological 
moment. I am convinced the English diet could not support 
such people and such deeds. Whatever the outcome, I prefer 
my argument. 

* * * 


Do not misunderstand me. I know we need to learn 
more about our complex economy so that we may help to 
keep it in equilibrium through the changing years. In the 
past we have fortunately survived technological change, 
shifting standards of morality and ethics, wars and indus- 
trial revolutions. If we could only use our dynamic bal- 
ancer, we could find out what was wrong in a minute. 
But, alas, the economy of life is not only the product of 
material things, money transactions, etc., but there is a 
strong element of emotion emanating from the human be- 
ings that are living in it which affects everything. Economy 
is a part of living and as long as we are alive the show 
must go on no matter how poor the performance. We can’t 
stop it as we would a machine and examine it and determine 
what is wrong before running it again. 


* * * 


Any opinion is little better than a guess, but I think the 
root of our present troubles, in addition to the threat of in- 
flation, is our dependence upon others without a clear com- 
prehension of what this implies. I know this approach leaves 
unanswered the threat to civilization in the atomic bomb, 
the spending-to-guarantee-prosperity problems, the mature- 
economy bugaboo, the savings-is-antisocial cult, destructive 
taxation, etc., but this is only one speech on one evening by 
one man. 

The English Common Law on which most of our known 
rights and duties rest was based on a simple economy. Cer- 
tain things were yours, and I couldn’t steal them from you 
or interfere with them without punishment. There was no 
need to recognize the deeper interdependence of society. 
‘The concept of freedom was simple. It meant keeping out 
of jail. Practically no one depended greatly on anyone else. 
Each person was relatively self-sufficient. All this is changed. 

The man who works for twenty years at a machine in 
a shop of his employer, tending the monster with loving 
care, has some kind of a right to work at that machine if 
there is work for it to do. In an inarticulate manner his 
employer and fellow workmen recognize this right. 

Striking workmen in crowds exercise rights which no in- 
dividual has. In other words, 10 or 10,000 may do some- 
thing as their right which one man could not do without 
committing a crime. This is now accepted in all society, 
and we commonly use the phrase, “the right to strike.””’ Obvi- 
ously it is a vague term and needs definition. For instance 
may the milkman who delivers milk to my door, which my 
granddaughter needs to sustain life, strike and prevent any- 
one from delivering milk, thereby causing the death of the 
child? Could the milk company refuse to deliver it? Society 
cannot safely be at the mercy of groups of men or organiza- 
tions. Freedom has taken on a new definition. 

The thought of a few men having control of the atomic 
bomb jogs us into a realization that their power should be 
curbed, but what difference is there having your business 
blown to atoms and having your business ruined by the same 
group of men preventing you from using your property? 
In both cases you suffer equal loss. We need to realize that 
power to destroy must be curbed wherever it is found or 
freedom will be lost. 

How could we live in a city if the employes of the Elec- 
tric Power Company, or the company, refused to furnish 
electric power which is absolutely necessary if the life of 


a city is to continue for twenty-four hours? As a people 
we seem to shrink from facing issues of this kind. Perhaps 
we don’t want to admit how utterly helpless we have be- 
come. As far as I am concerned, the man who takes from 
me by force what is not rightly his is a robber even if a 
vote is taken on it or if his number is legion. Tyranny may 
be exercised by the many as well as by one. 

Imagine, for instance, meeting two robbers on Brooklyn 
Bridge at night. They place a gun against my body and 
demand my wallet. And if I had the temerity to question 
their right to the wallet (which under the circumstances 
takes considerable imagination), the robbers might answer 
“We want to be fair about this matter. We will submit 
the question to popular vote.” Then they vote on whether 
or not they shall take my wallet. The two vote “yes” and 
I utter a quavering “no.” Whereupon my pocketbook goes 
to the majority. But the fact remains that it was taken 
from me by force and a strong arm. 

We need to awaken to the fact that there is no end to 
the business organizations or groups of people who can, 
by the simple act of stopping work and preventing others 
from their jobs, hold up the rest of society and extract any 
penalty they wish. We need to acknowledge duties as well 
as rights. ‘The company which delivers milk to my home 
has a grave responsibility which it cannot escape. Society at 
large should know and evaluate this fact, and employment 
and remuneration should reflect it. Unless there is public 
acceptance of duties as well as rights, our economy will 
slow down by right checkmating right until we are liter- 
ally doing more and more and producing less and less, and 
the unbalance will become so chronic that we may ultimately 
run down entirely. 

To keep going, and go we must, the modern specialized 
workman must know his rights and duties in terms of mod- 
ern social needs. It is equally imperative that the employer 
know his rights and duties in terms of social needs. And 
all of us, whether employer or employed, must recognize 
and accept the fact that certain rights and duties are fair, 
reasonable, and necessary to the well-being of society. Here 
is the point where a common standard of understanding 
must be found if we are to escape the disunity inherent in 
the diversity of our interests. Due to the confusion of rights 
without duties, the time of citizens is taken up in disputes 
that cannot be settled because of lack of accepted standards. 
Alleged rights are insisted upon. Duties are unknown. Lib- 
erty is threatened. 

It is also necessary that we establish some simple, local, 
and inexpensive method of determining defined rights and 
duties. Remedies cannot be applied until our ills are diag- 
nosed in terms of rights and duties. ‘There are plenty of 
rules controlling corporations and employers. The Inter- 
state Commerce Commission and other legislation regulate 
the railroads. The Public Utility laws and other legisla- 
tion regulate public utilities. Our banks are regulated, and 
industry generally is regulated by countless laws. 

The Westinghouse Corporation has six suits pending 
against it for alleged misconduct—I will not take a poll of 
the litigation affecting the audience. Is it not time that we, 
the people, insist on everyone and every organization stand- 
ing in line and waiting its turn? A little unrest and con- 
fusion may be overlooked in our swiftly changing world, 
but in the end order is of necessity the basic element in our 
economic stability. 

If we are anything like our forefathers, once we know 
our rights and duties (when the book of rules is published 
and a common standard accepted ), we will not require police- 
men to enforce them. We will comply with them proudly 
as good sportsmen do. 








John Clifford Folger 





Inflation Is Here 


FIRST SIGNS ARE PAINLESS, EVEN PLEASANT 
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of opportunity beckoning us to blissful heights. With 

the termination of controls, inhibitions, restrictions 
and exactions consequent on the cessation of combat, we felt 
like joining the Oklahoma Chorus and chanting “Every- 
thing’s coming our way.” But we soon realized that war’s 
end has not terminated our problems. On the contrary, it 
has propounded a new series of problems and enigmas deal- 
ing with peace and reconversion. Finance is not demobiliz- 
ing. Rather, it moves into first position. Because we are 
a closely regulated business, we are deeply interested in 
changes of Government. There we find many new faces. 

Twelve years ago the head of our Government, President 
Roosevelt, addressed a large group of bankers in the. Na- 
tional Capitol. The banking fraternity was severely taken 
to task for its mistakes of the past and for its failure to 
bring in the right answers during the depression. It was 
implied that no two bankers could agree on anything. There- 
fore the Government would seek its own solutions, with or 
without bankers’ help. The speech set a certain political 
pattern for the relationship between banking and Govern- 
ment. It is no secret that for many years there was an 
undertone of hostility on the one hand and recalcitrance on 
the other. 

Despite some assertions to the contrary, bankers are hu- 
man beings. They smarted and smoldered. 

It is nearly 13 years since the bank holiday. Sixteen years 
or nearly a generation in banking has elapsed since 1929. 
It’s no good raking over the dead leaves of the past. Here 
and there throughout the ages occasional voices have spoken 
of bankers as being stuffy and inflexible. The bankers of 
today and tomorrow must be constructive and cooperative. 
We have a duty towards this or any future administration. 
A new note is being struck. 


, \HREE months ago we thought we saw the fair hand 


Recorp FINANCING 


Investment bankers have been busy. The volume of 
financing for 1945 will probably exceed 5% billions. This 
is nearly double last year and up 15% from 1936, the next 
largest post-depression year. It is noteworthy, however, that 
for 1945 only about one billion, or 18%, will be new money. 
The balance is represented by refunding of old securities. It 
is the same old story: actually very little new private money 
is really going into business. We are told the figure should 
reach 3 to 5 billions per year if we are to maintain a proper 
economy. 

Current financing is divided—82% bonds, 12% pre- 
ferreds, and 6% common stocks. As in recent years senior 
securities still represent almost 95% of the total. It has 
been Government money pumped into the pipeline that has 
kept things moving. 

Studying the disposition of financing we find 40% going 
into industrials, 31% into utilities, while the once lowly 
rails reached 26% of the total. 

All of this adds up to a year of relatively large volume 
but with exceedingly low spreads, the lowest in history. We 
are still mainly occupied with reducing interest rates on out- 
standing bonds. There has been an accent on rail financing 


but the much talked of flow of private capital into business 
remains a trickle in all lines. 

Principal excitement has centered around the stock mar- 
ket. There values are up 27% since January | of this year. 
This is not new money into business. It is a flight of capital 
from cash into equities. 


INFLATION 


The outstanding problem in domestic finance is inflation. 
For 10 years we have cried “Wolf, wolf,”—half thinking 
the wolf would never come. The plain fact is: Inflation is 
here. Indeed, it has been here for some time. The first 
signs are painless, even pleasant. Stock market quotations 
afford popular reading. Bankers watch their mounting de- 
posits with a glow of pride, forgetting their competitor across 
the street has enjoyed the same growth. By the end of next 
year and before the Government debt can reach its peak we 
shall likely have aggregate deposits of 160 to 200 billions in 
our banks compared with 59 billions in 1929. 

Everyone is so busily grinding his own axe and explaining 
his own position he may lose sight of the picture as a whole. 
Capital and business want lower taxes, less restraints, more 
profits. Labor wants higher wages. Politicians want pleased 
and happy voters. Quick and easy profits are giving in- 
vestors an unhealthy flush. Advertisements “This is a specu- 
lation” seem to do the trick. Everyone goes along with the 
crowd. There is danger in this situation. The storm sig- 
nals are out. Inflation feeds on appeasement. 

Strangely, fears for the future run in two directions. Some 
express concern over deflationary tendencies just around the 
corner. Now it’s true we may get the mumps next fall, 
but right now we are exposed to measles—and this is our 
present problem. Let’s get over the measles and then take 
on the mumps. 

The following points relate to inflation remedies: 

(a) For 150 years the best investment in the world has 
been a U. S. Government Bond—the purchase of war bonds 
by individuals is an opportunity for the investor and a cure 
for inflation. 

(b) Inflation cannot flourish where production is great. 
If we can eliminate work stoppages and get our plants into 
full operation the inflation problem will be solved. 

(c) The average banker is afraid to mention labor for 
fear he will get his ears pinned back, but now is the time 
for every man to speak his piece. We all stand to win or 
lose. This country has the most effective laboring man in 
the world. No one can deny it. He produces more, deserves 
more, and is a better all-around citizen than his counterpart 
in any other country on the globe. But he should look 
inflation squarely in the eye because he stands to lose just 
like everyone else. Actual weekly earnings have about 
doubled since 1939. Real weekly earnings have advanced 
about 50% during that time. Inflation can destroy those 
gains. 

In suggesting the responsibility of labor towards inflation 
businessmen should not forget higher executive salaries 
don’t set well with reduced wages. Serenity is the most im- 
portant thing in a family or in a nation. Everyone likes to 
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see the other fellow do his part, but right now holding the 
line against inflation and paying off the public debt are the 
two pressing financial problems. Capital, harassed as it is 
with taxes, must take the rap and whittle down the Govern- 
ment debt. Labor should pull in its horns on wages and 
vet some goods on the shelves or the take-home pay won't 
buy a thimbleful. Appeasing everyone defrauds everyone, 


especially those who live on wages or fixed income. 


SOLVENCY AND THRIFT IN GOVERNMENT 


Our public debt is now 263 billions. By July 1, 1947, it 
probably will reach 300 billions. All sorts of things can be 
done with budget figures but the danger point to watch in 
this country is the over-all size of the public debt and the 
will to pay it. There are 85 million bond buyers in this 
country. If we are to keep faith with them and remain 
solvent, the matter of a balanced budget must get past the 
talking stage. We have had an unbalanced budget since 
the second year of the Hoover administration. Even con- 
servative economists are talking now in terms of balancing 
the budget in cycles. Human nature being what it is, cycles 
may mean “Never.’’ Our present unhealthy trend has been 
.o long with us we think of it as normal. For 15 years we 
have been passing from one emergency to another. The 
Secretary of the Treasury who really reverses the trend will 
occupy a place in history with Alexander Hamilton. He will 
need the will to pay among the voters. He will need a Con- 
gress which can say “No” to pressure groups and increased 
expenditures. The debt-cutters must beat the tax-spenders 
to it. ‘Thrift and solvency in Government will cure infla- 
tion and solve our financial woes. 

S.E.C. 

It is assumed our S.E.C. friends in Philadelphia will soon 
be moving back to Washington. Most officials like to be 
near headquarters. We know people want someone to ride 
herd on us. That is O.K., but wherever those herdsmen 
may be we wish Congress would take time off and look at 
what has happened in 12 years to the flow of investment 
capital in this country. Certain changes are badly needed 
and especially in our registration procedure. 

Why is it small business wants and gets exemption from 
the registration regulations? Why do the big banks, the big 
insurance companies, the big buyers, and the big sellers of 
securities want and get exemption? Why is there talk that 
foreign securities should be exempted? ‘The answer is: 
people instinctively avoid red tape, delays and bottlenecks. 
Private placement has become the easy road around. Big 
buyers and big sellers get together and by-pass the present 
over-complicated registration procedure. Starting at almost 
zero, private placement has mounted and mounted until in 
1945 it will reach nearly half of all financing. 

In dealing with matters affecting the fate of nations, 
Churchill is alleged to have said, “Put it on one page.” Yet 
we are required to reach Mr. Average Investor with sales 
prospectuses one inch thick and a foot long. No investor 
living or dead has ever read one. A Churchill should rise 
up in Congress or in the $.E.C. and say “Put it on one 
page.’ Getting private capital back to work is a big job. 
There are 85 million investors in this country. To reach 
them we must eliminate red tape, bottlenecks, and the reams 
of fine print which even the Philadelphia lawyers never read. 

SKIMMING THE CREAM 

The 1929 experience left many scars. It scared the day- 
lights out of people about investments and drove this coun- 
try into a “riskless economy.” Everyone ran to the Govern- 
ment for help. Bankers swore a mighty oath they would not 
take chances with their own capital or that of anyone else, 


so help them. They made a firm resolve never to permit 
the banking machinery to again become a gambling device. 
It may well be we have gone too far in another direction. 
There is a tendency on the part of the most experienced men 
in financial circles to get in a storm cellar and pull the cellar 
in after them. 

Skimming the cream may appear a safe and pleasant occu- 
pation—something like shooting mackerel in a barrel. It 
may look like sure profits on safe deals, but something must 
be added if the vast reservoir of idle capital in this country 
is put to work properly. The man of tomorrow is the one 
who does something about calculated risks. 

It has been suggested banking needs more capital. That is 
no doubt true for both investment and deposit banking. The 
ratio between capital and deposits needs strengthening. De- 
posit banks have little more capital now with 150 billions 
of deposits than they had in 1929 with 59 billions of deposits. 
Investment bankers may have enough capital for their present 
volume but if they are to meet the needs of the future more 
capital will be required. 


ForEIGN FINANCE 


The issue in the field of foreign finance is clear. Some 
insist we should attempt to maintain in this country a flam- 
ing economy independent of foreign nations. Others say it 
can’t be done that way. They believe we must send our 
dollars abroad just as we sent our soldiers abroad. No 
other financial subject will be more vigorously debated in 
the months ahead. 

For background we have the depressing losses encountered 
on foreign loans of the 20’s. American investors are in- 
clined to the dismal view. In recalling the mistakes of the 
past, the following points stand out: 

(a) Lenders courted the borrowers, an unwholesome and 
unnatural business. More loans were made than were really 
needed or in many cases wanted by responsible people in 
affected countries. Plunging people further into debt did 
not provide the answer. 

(b) Interest rates were high; the pay-off was not well 
arranged. 

(c) When the going became hard, borrowing countries 
defaulted and instead of servicing their debts used the money 
to buy back their bonds at a few cents on the dollar. 

As a result, many original investors got out or were forced 
out at the bottom. They really took it on the chin. 

When we consider the Bretton Woods Plan, the pro- 
gram for the Export-Import Bank, loans to Britain and 
other countries—things already in motion—the total credits 
may reach, or even exceed, 20 billions. The die is cast. We. 
are no longer financially isolationist. England, the principal 
international banker since the time of Queen Elizabeth, is 
no longer able to carry on in that role. Uncle Sam is step- 
ping into John Bull’s shoes, fortified with little experience 
and that mostly bad, plagued with an inferiority complex, 
and exhibiting himself as a reluctant and somewhat sulky 
leader pushed in to head the procession. 

This country is in much the position of a strong bank in 
a financial crisis. The first impulse is to say “Let the weak 
banks fail. It serves them right.” When disaster comes 
closer and closer, the strong bank begins to fear for its own 
safety. It starts propping up situations here and there to 
safeguard its own house. Credit is rationed at one point 
and another, but always with some strings tied to it. These 
strings are intended to protect the lender and to help the 
community. 

In our present situation what needs to be propped up 
first? We all know the answer. It is England. The need 
is large and important. It is better to have a strong ally 
than a weak one. As bankers, however, we well know the 
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time to get the collateral, and to tie the strings, is before, 
not after, the loan is made. A plan for helping England is 
taking shape. Some of the major features are indicated. 

Now is the time to be completely unemotional about this 
thing. We must be sympathetic but sensible. In charting 
our course for international finance we should remember: 

(a) We do not have unlimited funds, but, on the other 
hand, there is no marble game if one boy has all the marbles. 

(b) We'll never be paid back unless we are willing to 
buy from abroad. 

(c) Right now foreign lending is too risky business for 
individual investors. Rubber may save the world, but the 
fact will not nourish the investor who loses the money he 
puts into a rubber plantation. For the present our Govern- 
ment must assume most of the risks. 

(d) Foreign finance, however, is not just a job for the 
“do gooders.” Businessmen and bankers should be permitted 
to look at the picture. Up to now the Government has 
shown a disposition to have private showing for technicians 
only. As time passes, and conditions stabilize, foreign busi- 
ness should get back more and more into private hands. 

(e) Stakes are tremendous in foreign finance, but the 
rewards can be truly great. Make no mistake: Multilateral 
trade among nations and stabilized currencies point to the 
paths of peace. 

FuTuRE IN BANKING 


No year is complete unless someone twists the tail of 


banking. It is interesting to speculate on what may happen 
next. Whenever there is a lull, it is a safe bet someone will 
try for the headlines. Rumor has it there is one more in- 
vestigation left in the barrel, to go back 25 years in the 
relation between business and finance. Business being already 
numb from filling out blanks can no doubt survive. The 
advice of bankers has not been sought, but if we were per- 
mitted one thought it would be: “We do not fear investiga- 
tion but let’s be constructive and concentrate on the job of 
today and tomorrow.” 

Everyone shies away from long range forecasting. Most 
other nations, including England, have been moving to the 
left, some very rapidly. Business as we know it is having 
a rather lonesome time in the world. Still, our system has 
worked best in the past and we think it will work in the 
future irrespective of what other countries do. 

Investment banking never had more good cards to play— 
never had greater opportunities—never had the field of ven- 
ture capital more completely to itself. There seems to be a 
period of turbulent but expanding private business ahead. 
The years before us should be exceedingly busy ones, in- 
teresting and profitable for all of us. 

There is no bomb-proof theory of investment. On the 
other hand, timidity is not a synonym for caution. The 
wise man or the wise institution is the one that weighs the 
chances and decides accordingly. It is that policy which 
wins battles, and wins wars. 


What Kind of An Agriculture 
Does America Want? 


MAJOR DECISIONS MUST BE MADE FOR THE YEARS BEYOND 


By JOSEPH S. DAVIS, Director, Food Research Institute and Professor of Economic Research, 
Stanford University, Stanford University, Calif. 
Delivered at the Ninth District Conference of Agricultural Economists, Minneapolis, Minn., October 26, 1945 


I 


HE war is over. The technical “duration,” of course, 

remains to be determined by Presidential or Congres- 

sional action. This is important, among other things, 
in connection with agricultural price-support commitments. 
But the war-peace transition began before V-E Day, in the 
world at large, and it is now well under way here. Already 
the transition period is stormy and full of urgent problems. 
Somehow these will be solved, painfully and by no means 
ideally. Nations are never well prepared either for war or 
for peace after war. Lord Keynes well said recently in 
Washington: “There was never more need of a truthful 
and objective judgment and of faith and faithfulness if the 
world is to harvest the fruits of what it has endured.” 

In no escapist mood, I invite you to look beyond the 
thorny issues of the transition years, and not to be content 
with mere speculation or forecasting. Some of our promi- 
nent drifts and trends, indeed, call for radical modification 
or reversal if we are really to “win the peace.” 

In the midst of trying tasks of today we must devote 
earnest thought and effort to the day after tomorrow. Well 
before the transition period ends, major decisions on Ameri- 
can agricultural policy must be made for the years beyond. 
The broad question that I raise, and more subsidiary ques- 
tions than I have time to put, need well-considered answers 
before such decisions can wisely be made. 


Largely for lack of careful asking and answering such 
questions, what America wants in respect to agriculture 
appears a mixture of more or less conflicting wishes instead 
of a coherent, integrated set of considered wants. We can 
do much better. 

Individuals who spend without any sort of budget often 
fail to get their money’s worth in over-all satisfactions. 
Obsolete habits persist, and impulses and whims are gratified 
at what proves to be excessive cost. Those who never put 
their economic and other wants into an orderly system, with 
due attention to priorities and long-run considerations, usu- 
ally fall short of achieving the total satisfaction that their 
available resources would permit. 

It is the same for a nation. Not alone in the sphere of 
agriculture, America needs to work out an articulated sys- 
tem of wants to serve as a sound basis for coherent and 
feasible national policies. This is a challenging task: What 
does America really want? How can we readjust our con- 
flicting and incompatible wants so as to enlarge our over-all 
satisfaction ? 

There is special need for such crystallization and reorder- 
ing of wants now. A markedly higher plane of living awaits 
our grasp. Wartime experience has brought home to Ameri- 
cans the fact that our productive powers are far greater 
than we had realized. Despite all the restrictions, limitations, 
and positive hardships we have experienced, our productivity 
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has proved so amazing that we have lived surprisingly well 
while devoting a large part of our efforts to making war 
and aiding our wartime allies. Even before we can use 
atomic energy in peaceful pursuits, our production potentials 
are so large that it is being said that we must raise our 
consumption level by 50 per cent to keep fully employed. 
We are, for the time, ontop of the world. Our example 
is very powerful. For good or ill, our influence will be 
world-wide. In the light of the new awareness of these 
facts, there is urgent need for reconsidering the components 
and balance in our national “standard of living’”—the level 
of living that we strive to attain and maintain, in respect 
not only of consumption and leisure, but of working condi- 
tions, freedoms, “‘cushions”, and “atmosphere” as well. 
The questions that I ask are more important than my 
tentative replies. It is no doubt presumptuous of me to 
try to answer the question, What does America want? 
Surely, not all of my answers will be right. But in this 
field a social scientist must feel a responsibility for seeking 
to approximate the right answers to significant questions. 
What I offer you is a faulty, incomplete draft, subject to 
corrections by myself and others. As you will see, I do not 
always accept as definitive answers what polls of farm opin- 
ion have indicated or what the Congress has said or done. 


II 


Obviously | cannot take time to raise and answer all the 
pertinent sub-questions. Let me first summarily touch on 
three groups that, tor different reasons, can be passed over 
lightly. 

(1) Certain questions evoke glib answers that will not 
stand penetrating scrutiny. Does America want “equality 
for agriculture’? farmers to get their “fair share’ of the 
national income, “fair prices” through thick and thin? It 
is easy to say Yes, of course; and tew will dare say No. 
But the more one studies parity concepts and practice the 
more superficial the glib affirmative answer appears. 

What do “equality” and “fairness” mean? Operations 
under legislated parity price and parity income formulas, 
repeatedly revised, have had serious consequences, the full 
harvest of which is yet to be reaped. Reliable standards of 
fairness and equality are notoriously difficult to devise and 
apply, in this kind of realm especially. No one would argue 
for equality within agriculture, if it means that all farmers 


should have the same or equivalent resources and incomes. 
Is there any basis for arguing that farmers should get the 
same average income, in money or in real terms, as the 
average income of all of the rest of the nation combined ? 
Indeed, itis altogether clear that, by and large, a given 


money income means much more real income to farmers 
than to most other groups. It is also true that, if farming 
is not to be constantly overcrowded, some differential be- 
tween levels of living off and on farms is necessary to induce 
a net outflow of people from the farms. Our people have 
le patterns of living, extremely difficult to equate. 
1 despair of success in providing the basis on which to ap- 
proach such an objective as assuring farmers levels of living 
equivalent to those of some roughly comparable non-farm 
group. 

The best we can do is to identify the more flagrant forms 
of inequality and unfairness, and to minimize these. Impor- 
tant examples are the rural-free-delivery system and rural 
electrification program. There is like justification for find- 
ing suitable ways of extending our “social security” svstem 
to farm people, and for doing more to provide better school, 
hospital, and medical facilities for country folk, farm or 
non-farm. But America does not want forced equalization 
of incomes or levels of living. 
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Other catchwords and slogans, such as “stabilization’’, 
“ever-normal granary”, and “full employment”’, are as tricky 
as “equality” and “‘tairness”’ in all their uses. Let us rec- 
ognize the trick questions that involve ther. 

(2) ‘Lhe answers to some questions are unequivocally 
Yes. Does America want a static or a dynamic agriculture ? 
A dynamic agriculture, of course. The forces of nature 
alone render a thoroughly static agriculture inconceivable. 
Apart trom this, since we live in a dynamic world, we must 
accept a dynamic agriculture as inevitable. Moreover, Amer- 
icans being what they are, we would prefer a dynamic 
agriculture, with ups and downs, with pains that accom- 
pany progress and continuing need tor readjustment, to a 
static agriculture if that were possible. All the loose talk 
about “‘stabilization’’ must not be allowed to obscure this 
basic fact. 

[oes America want an efficient, progressive agriculture in 
which the farmers can and will take pride? Certainly. The 
wartime production record of agriculture inspire just pride. 
Nothing like the same is true of the record of the depression- 
scarred 1930's, and we are again in grave danger of drifting 
into the same restrictional programs which are abhorrent to 
a world long inadequately fed and clothed. 

Does America want an agriculture in which the basic re- 
source of soil is protected from the insidious ravages of 
erosions and avoidable depletion? Unquestionably, within 
reasonable limits and on reasonable terms, to which I must 
shortly advert. 

America clearly wants an informed agriculture, well aided 
by research, education, and extension in many forms and 
through a variety of agencies, governmental and private. 
America also wants an agriculture with ready access to credit 
for various needs. Of course, there is need for continuing 
improvement, but our systems are well established and com- 
mitments firmly made. 

(3) The answers to certain other questions are un- 
equivocally No. Does America want (a) a standardized 
agriculture, in contrast to our extreme variety of farms, 
farmers, and combinations of capital, enterprise, and labor? 
(b) a wholly commercialized agriculture, to the exclusion of 
more or less self-sufficing and part-time farmers? (c) a col- 
lectivized agriculture? (d) a thoroughly regimented agri- 
culture? Henry A. Wallace, late in 1933, nightmarishly de- 
picted this as one in which “it may be necessary to have com- 
pulsory control of marketing, licensing of plowed fields, and 
base and surplus quotas for every farmer for every product 
in each month in the year. In other words, it will be neces- 
sary to make a public utility out of agriculture.” 

Hardly more worthy of argument are answers to the ques- 
tions: Does America want to abolish or seriously modify free- 
dom of entry into and exit from farming? Does America 
want an agriculture in which (a) the maximum number of 
our people are employed? (b) the maximum percentage of 
our gainfully employed are occupied? (c) the maximum 
possible output of food and fiber is produced? (d) prosperity 
is guaranteed by the government to all who want to farm? 
Each of these, or something like it, has occasionally been 
advocated, usually only implicitly; but I feel sure that none 
of them has appreciable support today, and it is not worth 
while to discuss the residual merit of each. 


Il 


I could multiply examples of questions easily answered 
Yes or No, and of those that cannot be answered either way. 
But I want to concentrate mainly on a few selected questions 
that require more discussion, partly because they reveal cer- 
tain incompatibilities in our wants or conflicts between our 
wants and our practice. 
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On the basis of two experiences in a lifetime, one might 
generalize that war brings American farmers very notable 
benefits. As everyone knows, American agriculture has en- 
joyed unexampled prosperity in World War II. Of the many 
reasons, I will touch on a few. Hard, intelligent work by 
farmers, price stimuli provided by the government, and an 
unusually good run of seasons combined to yield huge out- 
puts. Coupled with huge purchases by the government for 
military purposes, lend-lease, and relief, and with high pur- 
chasing power of the civilian populations, these brought farms 
exceptional gross returns and extraordinary advances in net 
income despite rising costs. The per capita net income of 
farmers, though inevitably lower in money terms than that 
of the rest of the population, has reached extraordinary levels, 
in part because the farming group has shrunk and opportuni- 
ties for work off farms have been abundant. With bumper 
crops in 1945, total agricultural output close to its previous 
peak, and price supports already assured, the first postwar 
season 1945-46 is sure to be highly prosperous. 

But let us ask: Does America want to stabilize agricultural 
prosperity at or near its wartime peak? Certainly not, much 
as we might hanker after the impossible. It can’t be done, 
and we are a practical people. True, labor unions are virtu- 
ally demanding such stabilization of the wage incomes of 
their members. Organized farmers are prone to urge that 
farmers have as much right as union labor to such treat- 
ment. No doubt, but this appealing relativism is illusory. 
In absolute terms, as at least farmers well know, such de- 
mands are excessive and doomed to fail even if they tempo- 
rarily succeed. What can reasonably be aimed at is consider- 
ably less. 

Agricultural products have been subject to extraordinary 
demands during the war, and manpower in the whole 
economy has been relatively so short that almost all sorts of 
wage returns have risen sharply. Scarcities will be different 
when real peace comes. Shrinkage of wartime demands for 
farm products and demobilization of armed services and war 
industries will create a situation radically different, even if 
something like full employment is attained and maintained. 
Farmers themselves, and Department of Agriculture fore- 
casters, confidently expect substantial declines in farm prices 
and farm incomes from the abnormally high levels attained 
during the war. The -fact that such expectations are preva- 
lent is a safety factor of no mean importance. An event well 
discounted is robbed of much of its power to shock. 

Does America want an agriculture which is shored up by 
a complex variety of government props involving Treasury 
burdens running well over a billion dollars a year? Does 
America want farmers to be treated on the utterly un-Amer- 
ican basis of “heads you win, tails the government loses”? 
This is the essence of our current policies, including non- 
recourse commodity loans, with rates at 90-95 per cent of 
inflated parity prices, and the Congressional mandate to do 
everything possible to keep farm prices at artificial parity 
levels, regardless of output and stocks. 

There are many victims of a prevalent epidemic disease, 
which I call “trenditis”, who unhesitatingly support Yes 
answers to these questions. I dissent. How soon this obso- 
lete phase will pass I cannot predict, but it is wholly foreign 
to American traditions and ideals. 

In my opinion, America wants an agriculture that is, by 
and large, self-supporting. Will anyone deny it? America 
wants its farmers to earn their rewards, in more substantial 
ways than by mere compliance with government regulations. 
Fundamentally, our farmers themselves want to do this, and 
many are frankly ashamed that they have been coddled into 
accepting camouflaged charity even when they had no need 
of it. 


Does America want to pay farmers for not producing, and 
even for destroying useful goods in process? This is again 
in prospect. Does America want, under the name of soil con- 
servation, to keep on paying farmers to conserve and improve 
the soil for their own profit, even for practices that they have 
long found profitable, and to pay federal agents to see that 
farmers collect all that they have thus (!) “earned”? These 
things we have done, despite the fact that other methods are 
available consistent with America’s real wants. Does Amer- 
ica want to insure that farmers get all the gains from cost 
reductions, due to mechanization, new varieties, and im- 
proved practices, even if these are the products of costly 
non-farm development, without passing on any to consum- 
ers? This tends to result from our obsolete parity formulas 
and related measures. In my judgment the right answer to 
all three of these questions is No. If so, our wants and our 
practices are in sharp conflict. 

It would be almost universally agreed, I believe, that 
America wants an agriculture that plays its full part not 
only in the normal functioning of the American economy, but 
also in an expanding world economy. But we have not yet 
comprehended what this involves. 

Does America want to shrink or to expand the demand 
for farm products, and therefore for farmers’ services? No 
one can doubt the answer. To expand these demands yields 
important impetus to the nutrition program, to the programs 
of regional laboratories seeking to develop new uses for farm 
products, and to our strenuous efforts to get the nations of 
the world committed to freer trade policies. But all the 
potential expansion from these sound moves is liable to be 
swallowed up in shrinkages due to other farm programs. 

Actually—I believe unwittingly—we are tending to pro- 
mote net contraction in the demand for farmers. We have 
built up a political price structure that tends to curtail com- 
mercial outlets for our farm products at home and abroad, 
thereby reducing the demand for farmers’ services, forcing 
the government into commercial operations at heavy loss, and 
impelling it to “dump” products both abroad and at home. 
The biggest barriers to American exports of farm products, 
recently and in prospect, are not foreign tariffs and other 
import restrictions overseas. They are not even our own 
tariffs, or the limitations of foreign purchasing power, im- 
portant though these have been and are. They are the high 
prices for farm products maintained by political action, 
through loan rates, government purchases, and, in the past 
and in prospect, restrictions on acreage, production, and/or 
marketing. If free trade were universal, these factors would 
operate severely to limit our exports of cotton, wheat, lard, 
and at times also of tobacco, corn, and fruits. 

“The more we buy from other countries,” it is often said, 
“the more they can buy from us.” But what products of 
ours they will buy depends on the bargain we offer. Industry 
offers foreign customers “‘good buys”. Agriculture is in- 
herently capable of doing the same. 

Does America want an agriculture that competes, at home 
and in foreign markets, on the basis of American efficiency 
and fair play, or one that relies on our economic power to 
get for ourselves, through high tariffs, import quotas, and 
export subsidies which we condemn in other countries, what 
is piously called “our fair share” of the market? 

The most conspicuous case in point is that of cotton. Our 
cotton policy and programs are little short of crazy. This 
is crystal clear, despite pussyfooting, stalling, and claims of 
need for more and more investigations. I weigh my words. 
We are strangling King Cotton while pampering him. 

Under the influence of political pressures, under the plea 
of giving the growers “fair prices,’ and despite ever-abnormal 
stocks, we have boosted the price of American cotton to out- 
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rageous heights. ‘T’o divert land to other crops, their sup- 
port prices have also had to be set high. In consequence, farm 
land values in the South have risen more abnormally than 
in most other states. What I said in August 1944 about our 
wartime farm-price policy applies especially to the Cotton 
Belt: ‘““We have politically engineered a farm prosperity 
hoom of extraordinary magnitude. I see not the slightest 
possibility of avoiding a radical deflation of this boom.” 

America can compete with the world on cotton, but we 
have throttled its production and sale. Is this sane, Amer- 
ican? We are thereby greatly stimulating the competition of 
artificial fibers, here and abroad, thus permanently reducing 
the industrial outlets for our major export crop. We are also 
stimulating cotton production in foreign countries, notably 
Brazil, at an ever greater rate than in the 1930's. Our ex- 
ports last season were the largest since 1939-40 but, even 
under subsidy since last November 15, only a pitiful two 
million bales, compared with 4.6 million in 1917-18 and an 
average of 8.4 million in the decade ending with 1933-34. 
\We dare not use cotton export subsidies vigorously enough 
to counteract our extreme price supports. We are apparently 
trving to get an International Cotton Agreement, built on 
the bad model of the Draft Convention for wheat, that will 
et us save our crazy program but set definite limits to our 

tton exports. 

Important cost-reducing improvements in cotton growing 
are at hand. If freed from controls, enough growers can 
profitably turn out ample supplies at under ten cents a pound, 
less than half the current artificial price close to parity, which 
the latest Pace bill seeks to raise by 30 per cent. True, we 
face an old yet urgent problem of southern agricultural re- 
adjustment. But our cotton programs of 1933-45 have not 
brought it appreciably nearer to solution. If we radically 
alter the current cotton program, the readjustment problem 
will be large and difficult; but it is entirely capable of better 
solution at far less cost than continuation of the present pro- 
rram involves. 

Ldoes America want to maintain a price structure that will 
keep our cotton, wheat, corn, and lard priced out of the 
world market? That will restrict exports, even of the farm 
products we produce most efficiently, to what we can sub- 
sidize into the foreign market at substantial cost and with 
vrave risks? Bernard M. Baruch said, early in World 
War Il: 


“When peace comes what will be our position at the 
peace table and in world trade? 


‘If ours is a high price structure, the lean and gaunt 
nations, even if defeated, will be able to undersell us in 
the markets of the world. 


“With a low price structure, America can hold her own 
and demand as a price for economic collaboration just 
terms of peace.” 


The high-price structure we have built up. For the time 
being we are living with it, but it cannot long endure except 
at a price we shall not be willing to pay. To build it down 
is not easy. It is easier to wait until a price collapse is un- 
avoidable. But this is extremely dangerous to our entire 
economy, and to the world at large as well, for a healthy 
American economy is vital to a healthy world economy. 

‘Two eminent directors of the OWMR, now Secretaries of 
State and the Treasury, have pointed a way out: to substi- 
tute Treasury payments for existing price-support commit- 
ments (which were demonstrably excessive and may last 
three vears more), lest the supported prices constitute ob- 


1 Quoted in 
12, p. 16 


Land Policy Review, December 1941, IV, No. 


stacles to effective readjustment within agriculture and to 
putting our foreign trade relations on a healthy basis. But 
this way is not being chosen, and we are complacently hold- 
ing a dangerous course while time is rapidly passing. 

Does America want an agriculture in which farmers are 
fully protected against all hazards associated with farming, 
including accidents, crop losses, shifts in demand, price de- 
clines, major depressions? This is too much, I am sure most 
would agree. If it were undertaken, it would de-American- 
ize agriculture, penalize efficiency, and attract into farming 
more people than we either need or can afford to have in that 
occupation. Moreover, other groups would have just as 
legitimate claims to such complete protection, and the task 
of satisfying all would be impossible in any form compatible 
with freedom. 

“The two essentials in the American pattern of life and 
thought”, said Eric Johnston in America Unlimited, “are 
Freedom and Opportunity.” These essentials are old-fash- 
ioned ; but farmers, and Americans in general, still rate them 
high. Yet they are not enough. Among other things, we 
crave also a measure of Security; on how much, how to get 
it, and what to give up for it, there is no clear consensus. 

But let me put two different questions. Does America 
want an agriculture in which insurance is available against 
insurable risks attending farming and the individuals engaged 
therein? The answer is clearly yes, even though our experi- 
ments with crop-yield insurance have been limited and un- 
satistactory, and we have barely scratched the surface of this 
problem. 

Does America want an agriculture protected against severe 
depressions? Against 6-cent cotton, 40-cent wheat, 30-cent 
corn? The ayes are unanimous. We want never to repeat 
the nightmare of the early 1930’s in any sphere of our 
national economy. But are we willing to pay the price? The 
price is not simply debt relief and government subsidies in 
the depths of depression. Some cushions against extreme ad- 
versity must surely be provided, but the principal reliance 
must be on prevention rather than mitigation. And to pre- 
vent depressions, one of the most urgent needs is to temper 
booms. I regret to say that I cannot yet see that America 
wants to temper booms badly enough to prevent depressions. 
This is notably true in the field of agriculture. 


In this gathering, under the auspices of a Federal Reserve 
Bank, I need not emphasize the gravity of this problem. I 
suggest, however, that much might well be done to arouse 
and cultivate America’s desire to control or temper booms, 
as a necessary complement to the urgent want to avoid or at 
least moderate depressions. Intelligent reconversion from a 
boom level to a more normal level, moreover, is far better 
than vainly trying to stabilize the boom at its peak until it 
collapses. Which shall we do? 


IV 


It should be clear, I think, that what America wants is 
a postwar agriculture different from what we are drifting 
into, and that we are seriously in need of a critical reordering 
and reconciliation of our conflicting wants in regard to it. 
Let me put into a few words what kind of agriculture I 
think America wants for the 1950's. 


America wants a strong, durable agriculture that fits well 
into a freely functioning, progressive national economy which 
amply employs its human and material resources, and that 
is characterized by freedom and opportunity in many forms 
and by an increasing measure of security against the buffets 
of fortune. America wants an agriculture which also plays 
a constructive role in an expanding world economy, in which 
productivity outstrips population increase and permits far- 
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reaching advances in peoples’ levels of living. Agricultural 
policies and programs evolved either to provide farm relief, 
or to stimulate all-out wartime production, are ill-suited to 
a peace period dedicated to these high objectives. We can- 
not satisfy America’s dominant wants without timely and 
important changes in policy and program. 

America wants greater stability in farm incomes around 
levels capable of being maintained, not maintenance of farm 
prices regardless of output and income, nor government 
boosting of prices to levels from which collapse is avoided, if 
at all, only by costly government accumulations of un- 
marketable stocks. America wants individual farmers in- 
sured against insurable hazards and, like other groups, pro- 
vided with moderate cushions against extreme price declines 
and severe general depressions. 

America wants an agriculture that earns its way, instead 


of being continuingly and increasingly dependent on govern- 
ment props, vulnerable to political shifts and forced to 
accept the accompanying regimentation. It wants an agri- 
culture that, proud of its strength, competes in domestic and 
foreign markets on the basis of efficiency and fair play, in- 
dependent of import restrictions and export subsidies. It 
wants an agriculture with expanded outlets for economical 
production, instead of an agriculture with outlets curtailed 
by artificial supports and restrictions. 

America wants well-tested programs continued and im- 
proved, and ill-starred and dangerous programs abandoned 
or replaced by better ones. America wants genuine, non- 
political soil conservation, economically achieved. America 
wants redress of flagrant inequities, wherever they appear, 
but no truck with guarantees of equality for any individuals, 
groups, or occupations. 


That Men Might Be Free 


“THEY HAVE PAID THE GHASTLY PRICE” 
By CHAPLAIN ROLAND B. GITTELSOHN 


Delivered on the occasion of the dedication of the Fifth Marine Division Cemetery, lwo Jima, March 1945 


HIS is perhaps the grimmest, and surely the holiest, 

task we have faced since D-day. Here before us lie 

the bodies of comrades and friends. Men who until 
yesterday or last week laughed with us, joked with us, trained 
with us. Men who were on the same ships with us, and 
went over the sides with us, as we prepared to hit the beaches 
of this island. Mien who fought with us and feared with 
us. Somewhere in this plot of ground there may lie the man 
who could have discovered the cure for cancer. Under one 
of these Christian Crosses, or beneath a Jewish Star of David, 
there may rest now a man who was destined to be a great 
prophet; to find the way, perhaps, for all to live in plenty, 
with poverty and hardship for none. Now they lie here 
silently in this sacred soil, and we gather to consecrate this 
earth in their memory. 

It is not easy to do so. Some of us have buried our closest 
friends here. We saw these men killed before our very eyes. 
Any one of us might have died in their places. Indeed, some 
of us are alive and breathing at this very moment only be- 
cause men who lie here beneath us had the courage and 
strength to give their lives for ours. To speak in memory 
of such men as these is not easy. Of them, too, can it be 
said with utter truth, “The world will little note nor long 
remember what we say here. It can never forget what they 


did here.” 


No; our poor power of speech can add nothing to what 
these men and the other dead of our division who are not 
here have already done. All that we even hope to do is fol- 
low their example. To show the same selfless courage in 
peace that they did in war. To swear that by the grace of 
God and the stubborn strength and power of human will, 
their sons and ours shall never suffer these pains again. 
These men have done their job well. They have paid the 
ghastly price of freedom. If that freedom be once again 
lost, as it was after the last war, the unforgivable blame 
will be ours, not theirs. So it is we the living who are here 
to be dedicated and consecrated. 

We dedicate ourselves first to live together in peace the 
way they fought and are buried in this war. Here lie men 
who loved America because their ancestors generations ago 


helped in her founding, and other men who loved her with 
equal passion because they themselves or their own fathers 
escaped from oppression to her blessed shores. Here lie of- 
ficers and men, Negroes and whites, rich men and poor— 
together. Here are Protestants, Catholics, and Jews—to- 
gether. Here no man prefers another because of his faith or 
despises him because of his color. Here there are no quotas 
of how many from each group are admitted or allowed. 
Among these men there is no discrimination; no prejudices ; 
no hatreds. Theirs is the highest and purest democracy. 

Any man among us, the living, who fails to understand 
that will thereby betray those who lie here dead. Whoever 
of us lifts his hand in hate against a brother or thinks him- 
self superior to those who happen to be in the minority makes 
of this ceremony and of the bloody sacrifice it commemorates 
an empty, hollow mockery. To this, then, as our solemn, 
sacred duty, do we, the living, now dedicate ourselves: To 
the right of Protestants, Catholics, and Jews, of white men 
and Negroes alike, to enjoy the democracy for which all of 
them have here paid the price. 

To one thing more do we consecrate ourselves in memory 
of those who sleep beneath these crosses and stars. We shall 
not foolishly suppose, as did the last generation of America’s 
fighting men, that victory on the battlefield will automatic- 
ally guarantee the triumph of democracy at home. This war, 
with all its frightful heartache and suffering, is but the be- 
ginning of our generation’s struggle for democracy. When 
the last battle has been won there will be those at home, as 
there were the last time, who will want us to turn our backs 
in selfish isolation on the rest of organized humanity, and 
thus to sabotage the very peace for which we fight. We 
promise you who lie here: We will not do that. We will 
join hands with Britain, China, Russia in peace, even as we 
have in war, to build the kind of world for which you died. 

When the last shot has been fired, there will still be those 
whose eyes are turned backward, not forward, who will be 
satisfied with those wide extremes of poverty and wealth in 
which the seeds of another war can breed. We promise you, 
our departed comrades: This, too, we will not permit. This 
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war has been fought by the common man; its fruits of peace 
must be enjoyed by the common man. We promise you, by 
all that is sacred and holy, that your sons, the sons of miners 
and millers, the sons of farmers and workers, will inherit 
from your death the right to a living that is decent and 
secure. ; 

When the final cross has been placed in the last cemetery, 
once again there will be those to whom profit is more im- 
portant than peace, who will insist with the voice of sweet 
reasonableness and appeasement that it is better to trade with 
the enemies of mankind than, by crushing them, to lose their 
profit. To you who sleep here silently, we give our promise: 
We will not listen. We will not forget that some of you 
were burnt with oil that came from American wells, that 


ris of you were killed by shells fashioned from American 
steel. 

We promise that when once again men seek profit at your 
expense, we shall remember how you looked when we placed 
you reverently, lovingly in the ground. 

Thus do we memorialize, those who, having ceased living 
with us, now live within us. Thus do we consecrate the 
living to carry on the struggle they began. Too much blood 
has gone into this soil for us to let it lie barren. Too much 
pain and heartache have fertilized the earth on which we 
stand. We here solemnly swear: This shall not be in vain. 
Out of this, and from the suffering and sorrow of those who 
mourn this, will come—we promise—the birth of a new 
freedom for the sons of men everywhere. Amen. 


Accent on Youth 


TOMORROW'S HOPE; OR DESPAIR 
By RUBY E.STUTTS LYELLS, President, Mississippi State Federation of Colored Women’s Clubs, Inc. 


Commencement Address delivered at Oak Park High School, Laurel, Miss., May 25, 1944. 


COUNT it a privilege to speak on the graduation pro- 

gram of these young people. For among the things which 

| consider good post-war planning, one is putting the 
emphasis on youth. For just as surely as tomorrow’s sun 
will rise, the leadership of tomorrow must come from today’s 
crop of young people. Any community, race, or nation which 
nevlects its youth is committing suicide. For today’s youth is 
tomorrow’s hope; or despair. 

So what? You may ask. 

lf our civilization is to be saved from destruction and 
carried further toward the achievement of the abundant 
lite; if the peace following the close of this most brutal of 
all wars is to be more than a brief armistice in which to 
prepare for World War III; if the tendency to obliterate 
the individual personality by making it a mere cog in the 
wheels of industry, society, education, and religion is to be 
checked; if people are to be rescued from “under the cir- 
cumstances” which make one seem powerless to alter his 
present or direct his future; if man is still to accomplish in 
school and after school by his own efforts; if our dissatisfac- 
tion with things as they are is to result in lasting good; if 
tomorrow's world is to be in closer harmony with God's 
immutable laws than this kaleidoscopic world of ours, to- 
day's youth must be prepared for the task. If Laurel and 
Jones County, Mississippi and the South are to contribute 
to the making of a better world, they must seriously face 
he youth problem and the problems of youth. 

You youngsters who are graduating at this time will be 
among the men and women who must bring to pass many 
of the hopes and aspirations of our present day leaders. 
Where will we get intelligent parents to maintain the con- 
tinuity in the development of these tendencies and influences 
which lead to greater good; from where will the future 
teachers, preachers, homemakers, lawyers, doctors, college 
presidents, skilled mechanics, artists and businessmen come, 
if not from among you and people like you? 

Again the question might be asked, so what? 

The task before youth is a big one. Unless there will 
have been thorough preparation for meeting the problems, 
youth will be weighed in the balance and found wanting 
as men. 


In consideration for the immensity of the job ehead, there 


must be a reconciliation of the two apparent philosophies 
which underlie the rearing and education of children. A 
careful study may reveal that there are not two philosophies, 
but that there is confusion resulting from a failure to under- 
stand the relationship between the two essential requirements 
in the bringing of a man from the cradle to a full realiza- 
tion of his possibilities. 

Paul said ‘““When I was a child, I spake as a child, I 
understood as a child, I thought as a child; but when I 
became a man, I put away childish things.” In so many 
words Paul is saying that, there is a difference between child 
behavior and grown-up behavior. 

Some of our prominent thinkers have deduced from this 
fact the idea that “a child is a child and cannot be made to 
behave like a man.” Adherents to this school of thought 
put the emphasis on the immediate. ‘Let the child enjoy 
himself now,” they say; “there will be time enough, when 
he grows up, to learn discipline and restraint. Let him eat 
as he pleases now, and let him learn correct table behavior 
when he is old enough for society to exact it of him.” 

The extreme opposite of this point of view is that child- 
hood is the time to prepare for manhood. Under the aegis of 
this school of thought, the present is subordinated to the 
future. The pleasure of being a child is sacrificed in the 
interest of becoming a man. 

In actual practice the former idea predominates among 
our people, and with our generation—for one reason, because 
it is the easiest way out. Parents usually have neither the 
time nor the inclination to bother with their own children. 
So they send them to the nursery, kindergarten, school, or 
camp, and even the street and consider their responsibility 
ended when they have done so. They forget that these 
agencies are designed to supplement rather than supplant 
parental and home training. At school the over-worked 
teacher finds it convenient and easy to subscribe to the theory 
that the child must be free to express himself and to de- 
velop his own personality without restraint and restriction. 

A reconciliation between these extreme positions is im- 
perative in the interest of more capable leaders for tomor- 
row’s world, in order to relieve the youth problem of today, 
and to insure that the problems of youth are not further 
complicated. Indeed, young people must be permitted to 
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behave like young people, but unhappy is the lot of those 
who reach maturity before they learn that childish behavior 
is incompatible with the responsibilities of men. 

There is no definite line of demarcation between the period 
of childhood and manhood. ‘There is no specific hour at 
which one side-tracks his childhood habits and assumes the 
characteristics of an adult. The very life process from 
childhood to manhood makes this impossible. The transition 
is so continuous and the changes so subtle and evolutionary 
that one cannot say with any degree of specificness where 
childhood ends and adulthood begins. 

So what? Again that is the question. 

Experiencing the pleasant and carefree ways of a child 
must be accompanied by the experiences which condition one 
for adult life. While the young man plays football for his 
immediate satisfaction, he must learn that the rigors of 
football disqualify it as a pastime for men of advancing 
years. The child must have candy, to be sure; but give him 
also the knowledge that the candy habit may jeopardize his 
chances for developing into a healthy man, and, if necessary, 
administer discipline to guarantee that he does not indulge 
his immediate appetite at the expense of a healthy body. 

Who can sympathize with the parents of an undernour- 
ished child who complains that she will not eat vegetables 
or drink milk as she should; or listen to their sorrows when 
in later years the daughter curses the parents for her lack 
of health and vigor, or when their grown-up son blames 
them for his ineffective life which stems from his inability 
to understand that there are limitations, even on liberty. 

For the good of the future youth must be taught to heed 
the voice of experience—the experiences of people whom he 
knows and the experiences of the men and women of history. 
“The experience of others may be invaluable to us, if only 
we take advantage of it.” It has been truthfully said that 
experience is the best teacher, but unfortunate is the man or 
woman who can learn only by being burned. For some 
burns do not heal so readily. They sometimes leave scars 
which one may have to carry through life. 

It is the responsibility of the schools to make the young- 
sters see and understand that “by perseverance Hannibal 
crossed the Alps; that by vice Rome fell”; that to enjoy 
the companionship and help of Good Man Friday, Robin- 
son Crusoe had to limit his own freedom—he had “‘to give 
up part of his food and share his hut”; that before Charles 
A. Lindbergh attempted the flight across the Atlantic, he 
“cained ‘perfect knowledge’ . . . ‘perfect knowledge’ of the 
vital factors in that flight: he knew his machine; he knew 
all that was known to man about the flying conditions over 
the Atlantic; he knew where he wanted to go.” 

From historical experience youth may learn that while 
good health is essential to one’s best performance, one need 
not despair if he is so unfortunate as to possess a weak body. 
It is a fact that when one’s body is weakened by over-in- 
dulgence, dissipation, and other improper habits, he has lost 
one of the essential weapons for the battle of life. He fights 
a losing battle from the beginning. On the other hand, the 
pages of history are filled with the deeds of men who have 
succeeded in spite of physical handicaps. So frequently have 
people with diseased bodies made worthwhile contributions 
that a book called Genius and Tuberculosis published in 
1940 by the University of Chicago Press records the coura- 
geous achievements of such tubercular patients as Robert 
Louis Stevenson, Katherine Mansfield, Saint Francis of 
Assisi, and others. We are all familiar with the life stories 
of Franklin D. Roosevelt and George Washington Carver, 
whose frail bodies were not deterrents to active and creative 
lives. 

There is evidence in history which shows that the color of 
one’s skin, in a country as race conscious as the United 


States of America, need not be an unsurmountable obstacle. 
Black men who have achieved should be the inspiration of 
black boys and girls. This inspiration can come only from 
a knowledge of our racial history. Black youth needs to 
know its past; to contemplate its heroes, in order to increase 
its pride; in order to fortify itself against the tendency to 
apologize for its racial identity and the inability to defend 
its cause. 

Leaders of the future must be taught to read the signs 
of the times. They must observe the events of the day and 
anticipate the course of things in order to know when the 
time has come for the enunciation of the new principles, or 
for acting with that determination by which his fellows may 
know to follow his lead. Abraham Lincoln, in his youth, 
observed the bestiality of slavery and resolved that if he ever 
got a chance to hit slavery he would hit it hard. Lincoln 
watched the shaping up of events until it was time to act; 
then he acted with resolution. 

The leaders of the future must have a sense of direction, 
that direction which comes from a devotion to a worthy 
cause. Unless one has genuine devotion for his fellowmen 
he cannot lead them in the true sense. When one’s efforts 
are expended merely to satisfy personal ambition, or for the 
achievement of money and position, he is not a leader. He 
is merely dominating the scene. Position and money may 
come to the real leader, but they are not his goals. The 
true leader has a sense of mission and works simply and 
solely for the good which he may accomplish for his gener- 
ation. 

Leadership does not always involve a new program nor 
a new objective. Where in one case the leader has to strug- 
gle against great odds, in another his greatest contribution 
may be in cooperating with an existing program and sup- 
porting the ideas of someone else. In all cases, however, the 
genuine leader has been one who “has seen something man- 
kind needed which he had the capacity and the willingness 
to give.” 

And, finally, tomorrow’s leaders need to see examples of 
excellence and fruitful living among the people whom they 
know today. A student in my Sunday School class remarked 
once that it is hard for young people to know what to do 
about drinking and loose-living when our leading people 
indulge in such things. When asked whom she referred to 
as “leading people,” she said, “doctors, lawyers, sometimes 
teachers, and other high class people.” 

I answered the young lady by telling her that so long as we 
worship money, position, and other tangible things, just so 
long will there be confusion as to the values of life. A uni- 
versity degree, position in the community, and a bank account 
are not synonymous with goodness nor greatness. 

There are only two classes of people in the world—they 
are the good and the bad. Some good men become doctors, 
hold high positions and accumulate money; so do some of the 
bad ones. Likewise some good people will be found among 
the janitors, cooks, uneducated, and poor; so will some of the 
bad. So that, instead of accepting a man as your model be- 
cause he is a doctor, or has a university degree, or has money, 
choose for your model the man or woman whose behavior 
is consistent with your own sense of right. 

It is most unfortunate that some of our leading people, as 
they were called by the young woman, do not realize that 
they must answer at the bar of justice if any young person is 
confused about the values of life, or fails to realize his highest 
possibilities because of their behavior, as harmless as it may 
seem to them. We must, as Paul, refrain from eating meat 
if it causes our brother to stumble. The answer to the query, 
“Am I my brother’s keeper?” was in the affirmative centuries 
ago; it is still “yes.” 

Young people of the graduating class, we may teach and 
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preach, lead exemplary lives until the final judgment, but un- 
less there is some effort on your part, something in you which 
makes you want to be somebody, we preach and teach in vain. 
May we count on you to build on the foundations which we 
are laying? 

Some of you will continue in school. I congratulate you 
and bid you god-speed. I hope that every one of you who 
wants to go to college may find it possible to do so. But some 
of you will have to stop school. Don’t stop, though, unless 
you have to. But if you must stop, remember that one need 
not stop learning because he stops school. Some of our best 
minds have been possessed by people who had little in the way 


of schooling. However, these people had ideals; they dreamed 
dreams; they lifted themselves by their own bootstraps; they 
were not content to gang the street corners and crowd the 
juke houses; they read good books and associated with good 
people and in good causes. Some of them became good farm- 
ers who knew how to farm advantageously; some became 
housewives who knew how to get along with their neighbors 
and to rear their children as a credit to the community ; some 


become great businessmen, or teachers, or leaders in other 
walks of life. 


So what? 
What others have done, you can do. 


Turkey In World War II 


A REVIEW OF THE TURKISH POSITION 
By ISMET INONU, President of Turkey 
Delivered before the Turkish National Assembly, November 1, 1945 


T is with emotion that Turkey, too, follows the effort 
for the establishment of world peace, after the catas- 
trophies and sufferings caused by World War II. The 

sole desire of peoples everywhere is directed toward the at- 
tainment of the goal for humanity to live in peace on the 
foundation of the principles proclaimed by the United Na- 
tions. 

In these days of the final settlement of world issues, Tur- 
key finds herself in the position of one, who can face every- 
one and the world society of nations with a clear conscience 
ind hold her head high, with a deep sense of justice. The 
United Nations have, during the last 6 years appraised the 
role of Turkey in the Second World War from different 
angles and viewpoints. In many ways Turkey has won their 
esteem. I beg the national assembly’s permission to review 
the position of Turkey—without allusion to secrets which 
cannot yet be revealed—during the Second World War. At 
the time the horizons darkened in the spring of 1939, Tur- 
key was the only nation, among her equals, who openly took 
her stand by the side of Great Britain and France, for the 
cause of the ideal of justice. When in 1940 France collapsed 
and the battle of Britain was in full progress, we were still 
the only nation who would laud British heroism and declare 
ourselves Britain’s ally. Later, when diplomatic relations 
between France and Great Britain were broken and the bat- 
tles of Merselkebir and Dakar were fought the triple alliance 
concluded between Great Britain, France, and Turkey im- 
posed upon us, juridically and by reason of events which 
came to pass between our allies, a strict neutrality. Yet it 
was Turkey again, which declared, without hesitation that 
our alliance with Britain continued. In the ‘Tripartite 
Treaty the reservation was made, in a special protocol, that 
‘Turkey's obligations, arising from the alliance, could not 
lead us to an armed conflict with the Soviet Union. 

In the early parts ot 1941, Turkey stood, her forces mo- 
bilized, ready to tace German and Italian aggression from 
Thrace or Rhodes. Let us remember that these were the 
days when a pro-Axis Government had been installed in 
Iraq and that the Vichy Government had openly declared 
its anti-British attitude in Syria. When one remembers that 
though fully encircled from all sides by Axis forces the 
‘Turkish nation alone, solely dependent upon her own man- 
power and almost to the exhaustion of her financial resources, 
barred the road to those proud aggressors who held Europe 
in their grip, it is, in all justice, right that the services ren- 
dered and the perils envisaged by the Turkish people in the 


\llied cause should be accorded due appreciation at once. 

Upon the outbreak of hostilities between the Soviets and 
the Germans, Turkey informed the belligerent parties of her 
decision to remain neutral in the conflict. The years 1941 
and 1942 were the most difficult for Soviet Russia and Great 
Britain, when they had to face great pressure from the Axis 
powers. The recognition of the services rendered by us could 
not be better illustrated than repeating to the honorable 
members of the National Assembly the very words of an 
authoritative Allied spokesman. On January 19, 1942, the 
Soviet Ambassador, acting as an intermediary of the Soviet 
Government officially communicated, in detail, to the Turk- 
ish Foreign Ministry the appreciation of the Soviets, stating 
that Turkey’s position had really benefited the Allies. 

On December 4, 1941, the President of the United States 
declared that the defense of Turkey was of vital importance 
to the defense of America and that lend-lease material would 
be delivered to Turkey without signature of a formal agree- 
ment. This agreement was not officially signed until Feb- 
ruary 23, 1945. As to the British Government, their ap- 
preciation of the Turkish attitude has been made public on 
several occasions. In the early part of 1943, during his visit 
to Adana, Britain’s Prime Minister made declarations the 
memory of which we shall always cherish. 

I would now like to answer before the Grand National 
Assembly to criticisms directed against Turkey since the end 
of 1943. You know that in the domain of international re- 
lations secrets between powers are not the property of one 
state. However, I want only to emphasize as the expression 
of a simple factual truth the injustice of which has been im- 
puted in our case. We have been criticized for having con- 
cluded a treaty of friendship with Germany. Before the 
outbreak of hostilities between the Germans and the Soviets 
and the arrival of the former at the gates of Istanbul, the 
Germans were tied to Soviet Russia by a pact of nonaggres- 
sion previously concluded. At a time when our country stood 
all alone to face the combined Axis forces, at a time when 
the United States had not yet entered the conflict, at a time 
when Great Britain mobilized everything against a possible 
invasion of the British Isles and at a time when the Soviets 
were tied to the Germans by a nonaggression pact, could it 
have been rightly expected of us to refuse a written German 
commitment not to attack Turkey? All the more so, when 
it was explicitly stipulated in this pact that Turkey would 
remain attached to her alliances and obligations. 

In all preceding and following discussions, German aid 
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to Syria and Iraq, by giving passage through Turkey, had 
been categorically refused them. We were able to make the 
Germans accept all these conditions. It has been brought to 
light since and present disclosures show that this pact with 
Germany signified nothing but a postponement for the Ger- 
mans to a later date of their military operations against 
Turkey. Insofar as we were concerned this pact afforded 
us the opportunity of taking the necessary military measures, 
providing us with the means to surmount these critical times. 
Besides, the point must be borne in mind that that 
Soviet, British, and American praise on the Turkish attitude 
antedates the conclusion of the friendship pact with Germany. 
This, too, indicates that the friendship pact with Germany 
had been considered, while it served its purpose, equally in- 
dispensable in the conscience of the Allied Nations and that 
criticisms have been artificially provoked. Once the dark 
days were over, it has been voiced, from a number of sources 
that at the time of the German advance to the Volga, we em- 
barrassed the Soviets by concentrating our forces on our 
eastern frontiers. The truth, even though it may be un- 
known to peoples, is entirely known in detail to Allied au- 
thorities and officials. The facts are entirely contrary to 
these allegations used for purposes of reproach. When the 
Germans advanced up to the Volga, our defenses extended 
trom Rhodes, in the Mediterranean to Hopa, on the Black 
Sea. The probability of a sudden German surprise attack 
against our Black Sea defenses led to the dispersal of our 
forces all along the Black Sea front. We even had to con- 
centrate forces in the capital for the defense of Ankara. Ger- 
man plans, recently discovered, clearly disclose that these 
precautionary measures had not been taken in vain. More- 
over, at the end of the summer of 1942, we officially in- 
formed the Soviet Government that we were concentrating 
forces at Trobzon and Hopa against the eventuality of a 
German landing at the back door of the Caucasus and that 
dispersal of our military forces was due to this reason. 

In reply the Soviets expressed their satisfaction. I do not 
know of a more convincing proof than the disposition of the 
Turkish forces during this war, that our military movements 
were directed against no one else but the Axis powers. 

With reference to criticism of our belated entry into the 
war against Germany and Japan, it is alleged that Turkey’s 
declaration of war made no effect and that it came after 
Allied victory had assumed a decisive character. 

We have no pretention as to the effect of our declaration 
of war. We contend, however, that Turkish conduct during 
the period of years of nightmare has helped in the victory 
of our Allies. Our entry into war against the Germans and 
the Japanese was decided upon demand of our Allies. ‘To 
this declaration of war our Allies must have attached cer- 
tain importance, for it was they who asked for it and it can 
never be alleged that we declared war on Germany after 
Allied victory had become definite. We were with them 
during the dark days. As to the days of glorious victory, we 
had no desire to share the spoils and we, therefore, would 
not think of taking advantage of the occasion. Our action 
was prompted solely with the desire of acting in concert 
with our Allies. 

Criticism has also been levelled against us for not enter- 
ing into the war immediately after the breaking off of diplo- 
matic relations in the August of 1944. The Turkish attitude 
decided upon after exchange of communications between 
Great Britain and ourselves was as follows: Turkey’s de- 
cision would constitute the first step toward effective bel- 
ligerency. The British Government had informed us that 
they would go into detailed discussions with us later regard- 
ing Turkey’s entry into the war. But our Allies made no 


demand of us for the execution of the decision which they 
held in their hands. 

As regards the reproach that we did not let Allied ships 
pass through the straits to aid Russia, the allegation is ab- 
solutely unfounded. No reproach or default can be leveled 
at Turkey on this account. If the Allies were not able to 
extend help to each other by using the straits, this is through 
no fault of Turkey. Nor is it due to Turkish action. The 
situation was the result of Axis Powers being able to keep 
closed on sea and in the air the Mediterranean routes. While 
on the subject, I judge it useful to mention that Great 
Britain drew our attention to the passage into the Black 
Sea of certain German ships in June 1944. In her capacity 
as one of the signatories to the Montreaux Convention, she 
objected to this. During the discussions which ensued, it did 
not take more than a week for Turkey to make categorical 
and radical decisions to stop the passage of German ships. 
This was again in accordance with the spirit of our alliance 
with Britain and our attachment to the United Nations 
cause. It is, therefore, impossible to argue that the Mon- 
treaux Convention, in practice, worked against the Allied 
cause. Moreover, it was proven during the Second World 
War that the straits were in good hands and that there was 
no obstacle to bar free passage of ships of all nations. 

Honorable members of the Assembly—German policy con- 
tended that the Second World War was a continuation of 
the First. The fact is also clear that Turkey was the only 
country which constituted an exception. The rest of central 
European powers found themselves in the same camp. 

As to Turkey, she had to bear burdens as heavy as those 
she bore in the First World War. After the First World 
War Turkey suffered four more additional years of war 
until she could conclude the Peace Treaty of 1923. She lost 
a great empire and to be able to safeguard her existence and 
national frontiers endured countless misfortunes. This was 
the Turkey, which 16 years later, took her firm stand by 
the side of Great Britain and for the survival of the cause 
of the United Nations, often at the risk of great dangers. 
In return for all this, Turkey had no demand or claim on 
her losses in the past. Instead, Turkey endeavored, within 
her means and to the best of her ability, to render services 
to the Allied cause. Under the circumstances, it would be 
fully inconsistent with any sense of justice to exact from 
Turkey, under any pretext whatever, something of her ter- 
ritories or her sovereign rights. We do not doubt that, if 
we could explain these facts and put forward our rights to 
the peoples of Soviet Russia, to the peoples of the British 
Empire, and to the peoples of the United States, they would 
find that we are within our rights. 

I have no illusions as regards the fact that it is without 
the bounds of our materia! means and possibilities to make 
our cause heard and bridge the vast oceans to enter among 
the peoples of Soviet Russia, Great Britain, and America, 
for such explanation of facts. 

Consequently, it depends essentially on the sentiments of 
justice and equity of the leaders of great powers that their 
peoples may have an exact knowledge of the problems con- 
cerning Turkey. If such sentiments are allowed to depart 
from the truth, it becomes difficult to formulate an idea of 
the nature of understandings with the great nations of the 
world. In spite of all, however, we want to believe that the 
principles of the United Nations Charter have been per- 
manently established and that sincere intentions shall guide 
the world. If humanitarian feelings are to be taken as the 
foundation upon which the future world edifice is to be built, 
we have confidence that Turkey shall be recognized as one 
of the useful members of the new world peace organization. 

































SON ION OSES ERS RES TP TT Mn acs 








160 


Vital Speeches of the Day 





Meanwhile, we proclaim openly that we have no debt to 
pay anyone whatsoever in territory or in the relinquishment 
of Turkey’s sovereign rights. We shall live as men of honor 
and so we shall die as men of honor. 

Honorable members of the assembly, the actual state of 
our foreign relations is as follows: Following the denuncia- 
tion by the Soviets of the treaty of friendship we have ex- 
erted great effort to conclude a new treaty seriously amelior- 
ating the old one and based on new foundations. The result 
of these efforts are well known to you. We have not lost 
hope that the truth will be better understood and that good 
neighborly feelings shall prevail. It is probable that good 
relations will be established between the two countries. We 
always welcome, wholeheartedly, that future possibilities 
with Britain—to whom we are tied by an alliance—shall 
increase and that after the many events which took place 
during the course of the Second World War, the British 


people consider our excellent relations and our alliance with 
them a useful factor. 

Our relations with the United States of America are de- 
veloping in an atmosphere of increasing friendship. We have 
faith that the United States will apply sincerely the prin- 
ciples of the United Nations Charter toward all the nations 
of the world. We wish that all our neighbors beginning 


- from Bulgaria to Iraq shall live as independent nations. Our 


aim is to maintain good relations with them all. We follow 
closely and with sympathy the efforts of our neighbor, 
Greece, deployed by her on the road of rehabilitation and 
the healing of her wounds which she received during her 
catastrophic struggle. We welcome with satisfaction possi- 
bilities of the development and deepening of our friendly re- 
lations with Iraq. We have no other political objective other 
than to become one of the most civilized nations of the world 
so that Turkey ascends to the ranks of a useful and hard- 
working member of the family of world nations. 
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